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SURFACE TRANSPORTATION BOARD 

INTERMOUNTAIN POWER AGENCY 

Complainant, 

V. 

UNION PACIFIC RAILROAD COMPANY 

Defendant. 

Docket No. 42136 

PART I 

COUNSEL'S ARGUMENT AND SUMMARY OF EVIDENCE 

A. INTRODUCTION 

By Complaint filed May 30, 2012, Complainant Intcrmountain 

Power Agency ("IPA'") challenges the reasonableness ofthe common carrier rales 

established by Defendant, Union Pacific Railroad Company ('"UP"), for the 

transportalion of coal in unit train service from a point of interchange wilh the 

Ulah Railway Company ('"URC") (Provo, Ulah) to IPA's electric generating 

facility, the Inlemiounlain Generaling Station ("IGS"), at Lynndyl, Ulah. URC 

provides upstream service on the inleiline movements wilh UP pursuanl to a long-

term rail iransportation contract with IPA. 

UP esiablished the challenged rales in Item 6200-A of UP TarilT 

4222. ..9ee Exhibit I-l. Effective as of January 1, 2011, UP's common carrier rales 



for eoal iransportation from the issue origins/interchange to IGS in IPA-supplicd 

railcars (not including UP's applicable fuel surcharges) are as follows: 

TABLE I-l 

Ori^in/lntcrchangc 286k Canacitv Cars 263k Capacity Cars 

Provo, Ulah S7.13/lon $7.27/lon 

IPA presents ils evidence concerning quanlilative market 

dominance, variable costs, the jurisdictional threshold rale level, and qualitative 

market dominance in Part II following this Argumenl and Summary, as well as in 

the accompanying exhibits and workpapers. IPA presents ils evidence on stand­

alone cosis ("SAC") in Part 111. IPA presents the statements of qualifications and 

verifications by ihe witnesses who sponsor IPA's evidence in Part IV. 

IPA seeks the following relief: 

(1) a determination thai UP possesses market 
dominance over Ihe iransportation of coal to 
IPA wiihin the meaning of 49 U.S.C. § 10707; 

(2) a determination that the challenged rates exceed 
a maximum reasonable level and are therefore 
unlawful under 49 U.S.C. § 10701(d)(1); 

(3) a prescription of lawful maximum rates for coal 
shipments to IGS pursuant to 49 U.S C. §§ 
10704(a)(1) and 11701(a); and 

(4) an award of reparations payable by UP to IPA 
for overcharges collected by UP for common 
carrier coal transportation to IGS since 
November 2,2012, in excess oflhe rales 
prescribed by the Board, together wilh inlerest. 
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IPA's Opening Evidence is submitted in a manner consistent with 

General Procedures for Presenting Evidence in Stand-Alone Cost Rate Cases, EP 

347 (Sub-No. 3) (STB served Mar. 12, 2001), and Major Issues in Rail Rate 

Cases, EP 657 (Sub-No. 1) (STB served Oct 30, 2006), affd sub nom. BNSF Ry 

V. STB, 526 F.3d 770 (D.C. Cir. 2008) ("Major Issues"). 

IPA originally challenged UP's issue rales (and certain olher UP 

rates) ihrough a Complaint that IPA filed wilh the Board on December 22, 2010. 

See Intermountain Power Agency v. Union Pac. R.R., NOR 42127 ("Dockei No. 

42127") On May 2, 2012, IPA filed a Motion foi Leave lo Withdraw Complaint 

and Request for Dismissal of Proceeding. By decision served November 2,2012, 

the Board dismissed IPA's prior Complaint without prejudice except as lo any 

movemenis under the challenged rates ihal occurred prior lo the effective dale of 

the Board's decision (/ e , November 2, 2012). The Board dismissed the prior 

proceeding with prejudice as to those movemenis. IPA has included copies of 

these and olher relevant materials from Docket No. 42127 in ils electronic 

workpapers for this Opening Evidence. 

On August 14, 2012, UP filed a Motion to hold the insiant 

proceeding in abeyance pending the completion oflhe Board's Ex Parte No. 715, 

Rate Regulation Reforms proceeding. See Rate Regulation Reforms, EP 715 (STB 

served July 25, 2012) (-'Rate Regulation Reforms" or "Ex Parte No. 715"). IPA 

filed a Reply in opposition to UP's Motion on September 4, 2012. On Friday, 

December 14, 2012, the Board denied UP's Motion, finding that the case should 
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move forward. See Intermountain Power Agency v. Union Pac. R.R., NOR 42136, 

slip op. al 3-4 (STB served Dec. 14, 2012) ("IPA 2012'''). The Board idcnlificd 

four factors in support ofits conclusion: 

(1) "Hlhe changes proposed in Rate Regulation 
Reforms are not fundamental departures from 
long established and consistent practice." 

(2) ''I W|e may proceed with an adjudication while 
considering a broader rule change." 

(3) "[Wje can address any aspects of the rale 
dispuie resolution process that become issues in 
this proceeding, even though they may also be 
at issue in Docket No. EP 715. The parties 
should have been, and continue to be, on nolice 
that use and application of cross-over iraffic, as 
well as ATC revenue allocation meihodologies, 
nre potential issues in Individual rale cases, and 
that parlies arc entitled lo raise and respond to 
substantive arguments regarding those 
methodologies within those proceedings." 

(4) '*! WJe arc direclcd by statute to ensure 
expeditious handling of challenges lo the 
reasonableness of railroad rates and to avoid 
delay in the discovery and evidentiary phases of 
these proceedings. 49 U.S.C. § 10704(d)." 

Id. 

IPA agrees that it was appropriate for the Board lo deny UP's 

Motion, but IPA notes ils reservation of righis in lighi of certain aspects ofthe 

Board's reasoning. In particular, the Board states that "|llhe parttes should have 

been, and continue lo be, on notice that use and application of cross-over traffic, as 

well as ATC revenue allocation methodologies, are potential issues in individual 
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rate cases, and that parlies are entitled to raise and respond to substantive 

arguments rcgarding those methodologies wiihin those proceedings." Id., slip op. 

al 4 (citing Ariz. Elec. Power Coop., Inc v BNSF Ry and Union Pac. R.R., NOR 

42113 (STB served June 27, 2011) ("staling that the Board has concerns with the 

way cross-over Iraffic has been cosled, and directing ihe parties lo submit new 

evidence and arguments for how lo rectify the identified issue.")). 

It is certainly correci that the Board has modified its divisions 

methodology on a number of occasions during the past decade, and it is likewise 

correct ihat the Board's June 2011 decision in AEPCO provided notice that the 

Board has concerns with the "way cross-over traffic has been cosled.'^ Id. 

(emphasis added). Nevertheless, nothing in prior Board jurisprudence gave any 

hint that the Board might impose the proposed limitations on the "use" of cross­

over iraffic described in Rate Regulation Reforms. To the contrary, those 

proposed limitations wcrc entirely novel and outside the scope of any reasonably 

foreseeable change in the manner in which the Board would approach SAC cases. 

As oflhc May 30,2012 date on which it filed ils Complaint, IPA had absolutely 

no reason to believe that the Board would propose such a change.' 

' As described in greater detail below, the Board's unanimous stalemenl in 
Rate Regulation Reforms thai il was nol proposing to apply any new cross-over 
iraffic limitations to pending cases (id., slip op. at 17 n.l 1) further confinns the 
reasonableness of IPA's reliance on the Board's hisloric approach to allowing the 
use of cross-over traffic in evaluating the merits ofa possible case and in 
developing its evidence in ihis case. 

1-5 



B. BACKGROUND FACTS 

IPA is a poliLieal subdivision oflhc Stale of Ulah and is the owner of 

the Intermountain Power Projeci ("IPP") IPP's generaling station, the 

Intcrmounlain Generating Station ("IGS"), is located in the Great Basin of wesiern 

Ulah near Lynndyl, Millard County, Ulah IGS generates more than 13 million 

megawatt hours of energy each year from ils two coal-fired units and serves 

approximately 2 million customers. The two IGS generating unils have a total 

capacity of 1,800 MW and consume a total of approximately 5 to 6 million tons of 

coal per year. 

IGS's output is committed, ihrough long-term power sale contracts, 

to 36 utility entities located in Ulah and California (which in turn serve customers 

in Ulah, California, Colorado, Wyoming, Arizona, Nevada, and Idaho). In 

particular, IGS's gcneraiion rights are held, respeciivcly, by the Los Angeles 

Department of Water and Power ("LADWP") (44.6%), five California cities 

(30%), twenty-three municipal Utah purchasers (14%), six cooperative Utah 

purchasers (7%), and one investor-owned Ulah purchaser (4%). In addilion lo 

being the largest consumer oflhc electricity generated al IGS, LADWP also acts 

as the fuels purchasing and operaiing agent for IPP. Actual operation of IGS is 

carried out by the Intermountain Power Service Corporaiion. 

The coal-fired unils at IGS operate on a "baseload" basis, meaning 

thai the unils generally operate al or near their full available capacity on a 
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coniinuous basis, subjecl lo periodic planned and forced outages for maintenance 

or repair Rail service lo IGS is provided exclusively by UP. 

C. UNION PACIFIC HAS MARKET DOMINANCE 
OVER THE ISSUE TRAFFIC 

Market dominance is defined in the statute as "an absence of 

erfeciivc competition from olher rail carriers or modes of transportation for the 

transporiaiion to which a rale applies." 49 U.S.C. § 10707(a). However, even in 

the absence of effective compelilion, a carrier will nol be found to have market 

dominance ifthc "rail carrier proves that the rale charged results in a revenue-

variable cost percentage for such transportation thai is less than 180 percent.*' 49 

U.S.C. § 10707(d)(1)(A). Accordingly, there are two parts to the market 

dominance inquiry; quantitative market dominance and qualitative market 

dominance. 

1. OUANTITATIVE MARKET DOMINANCE 

a. Traffic and Operating Characteristics 

IPA's evidence in Part II-A, sponsored by Thomas D. Crowley and 

Timothy D. Crowley of L. E. Peabody & Associates, Inc., calculates the variable 

cosls for each oflhe rates challenged in this proceeding. In accordance with the 

Board's decision in Major Issues, the variable cosis were calculated on the basis of 

unadjusted sysiem average cosls using the nine (9) operating characteristic inputs 

prescribed by the Board, namely: (1) the railroad, (2) loaded miles (including loop 

track miles), (3) shipment lype, (4) number of freight cars per train, (5) number of 
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tons per car, (6) commodity, (7) type of movement, (8) car ownership and (9) lype 

of car. Id., slip op. at 60; Kansas City Power & Light Co. v. Union Pac. R.R., 

NOR 42095, slip op. al 5-6 (STB served May 19, 2008) ("KCP&L"). 

The parties were able to reach agreement on, and stipulate lo, all 

nine (9) ofthe designated inputs for coal movemenis from each oflhe ihree origins 

at issue in ihis case. See Joint Submission of Operaiing Characierisiies, 

Intermountain Power Agency v. Union Pac. R.R., NOR 42136 (filed October 16, 

2012). These stipulated inputs were used to calculate the variable costs. The 

traffic and operating parameters used by IPA lo calculate variable cosls for the 

subject iraffic are as follows: 

.Mo\tnicnl 
l*aninirlrr! i 

(!) 
1 Riiilniiiil 

2. Miles 

3. Shipment Type 
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b. Variable Costs 

Table 1-3 shows the calculation of variable cosls sponsored by 

witnesses Crowley and Crowley for movements from Provo to IGS based upon 

STB UP URCS unit cosls, and indexed lo fourth quarter 2012 (4Q12) wage and 
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price levels, using ihe Board's established procedure for updating variable costs. 

The associated revenue to variable cosl ratios for each ofthe challenged rates arc 

set forth in Table 1-3 as well (each column is similar lo the corresponding column 

in Table 1-2): 

TAULL 1-3 
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4/ RfltenrS7.l3 per inn fnim UP rtirilT4222 plus iin average 4012 Tuel siirchnrge (TSC) of SO 33 per tnn 
I'SC huseii Ull UP Ciiciiliii 6603-C (Colorado and Uiali), Item 690. UP 4Q12 Average I^C ofSO 40 per cnr<mile based on 
Oct, Nov, and l^ei. 2012 fuel surcliargcs of SO 311. SO 41, SO 40 |Kr car-mile. ics|iectively I'SC - SO 40 per ciir>mile x 97 
miles + 1160 ions per car 
3/ Rnle urS7 27 per ion from UP Tanrr4222 plus an average 4012 I^C ofSO 37 per ton 
I'SC bnsed nn UP Circular 6602-C (Colorado and Ulali), Item 690 UP 4Q12 Avenige FSC of SO 40 per cat-mile based on 
Oct, Nov, and Dec 2012 fuel surcharges of SO 38, SO 41, SO 40 per car-mile, respectively I'SC • S0.40 per car-mile x 97 
miles + 10-1 I inns per CJT 
& Liiie 5 + Liiw 3 

As these figures confinn, each oflhe challenged rates is well in excess oflhe 

180% of variable cost market dominance standard. 

2. QUALITATIVE MARKET DOMINANCE 

In ils analysis of qualitative market dominance, the Board must 

determine whether UP's rates are constrained by effective compelilion. Effective 

competition places ''pressures on |a] firm | providing a good or service] lo perform 
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up to standards and al reasonable prices, or lose desirable business " Mkt. 

Dominance Determinations & Consideration of Prod. Competition, 365 I.C.C. 

118, 129 (1981), aff'd sub nom. W. Coal Traffic League v. United States, 119 I-.2d 

772(5lhCir. \9^'i) (en banc) 

In analyzing ihe competitive alternatives available lo a shipper and 

the reasonableness of using those alternatives, the Board examines the existence of 

both intramodal and intcrmodal alternatives. Ariz. Pub. Serv. Co. & PaciJiCorp v. 

The Atchison, Topeka & Santa Fe Ry., 2 S T.B. 367. 373 (1997) ("APS"). The law 

is clear that the focus ofthe analysis is lo be on "what is feasible or practical," 

rather than on speculation of what is "theoretically possible " Weslmghouse Elec. 

Corp V. Alton & S. Ry, NOR 38188S, slip op. al 4 (ICC served Feb. 9, 1988) 

Here, UP has already repeatedly admitted that the market dominance 

standards are satisfied both with respeci to iniramodal and intcrmodal competition. 

In particular, in ils responses to Complainant's Firsi Requests for Admissions in 

Docket No. 42127, UP admitted that il *'could nol prevail on the issue of wheiher 

there is qualilalivc evidence of effective compelilion from olher carriers or modes 

of transportation" for the subject movements. See Part II-B at page II-6 (quoting 

UP Responses to Request for Admission Nos. 2 and 3) (UP's responses are 

included wilh this Opening Evidence as e-workpaper "UP 42127 Responses.pdP"). 

In addition, UP responded to IPA's Interrogatory Nos. 2 and 3 wiih the 

"unqualified admission" that UP faces no effceiive intramodal or intcrmodal 
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compelilion for lhc subject transportation. Id. at pages ll-B-7-8 (see e-workpaper 

"UP 42127 Responses pdf."). 

In its Reply Evidence in Docket No. 42127, UP acknowledged its 

admission that it could nol prevail in establishing qualitative maiket dominance 

and confirmed that it does nol dispute ihat il has market dominance over the 

transportalion to which the challenged rales apply. See UP Docket No. 42127 

Reply Evidence, al 11-1 (included as e-workpaper "UP 42127 Reply Part Il.pdP'). 

The rales challenged here are a subset oflhe rates challenged in Docket No. 

42127.^ 

I). UP'S COMMON CARRIER RATES ARE UNREASONABLE 
BECAUSE SARR REVENUES EXCEED SARR COSTS 

In Coal Rate Guidelines, Nationwide, 1 I.C.C 2d 520 (1985), affd 

sub nom Consolidated Rail Corp. v. United States, ^\2V.li\ 1444 (3d Cir. 1987) 

("Coal Rate Guidelines"), lhc Board's statutory predecessor adopted constrained 

market pricing ("CMP'') as ils methodology for determining maximum reasonable 

rale levels for market dominant iralTie, such as the IPA coal movemenis that are in 

issue in IPA's rale case. In accordance with standard practice, IPA is proceeding 

under the SAC prong of CMP. The Board recently explained CMP as follows: 

The objectives of CMP can be simply stated. A 
captive shipper should nol be required to pay more 
than is necessary for ihe carrier involved to cam 

^ IPA also presents in Part 11-B a brief description of facts demonstrating 
that UP faces no effective competition for the issue IralTic. 
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adequate revcnues.[^] Nor should it pay more than is 
necessary for efficient service And a captive shipper 
should not bear the cost of any faciliiics or services 
from which it derives no benefil. 

Arizona Elec Pwr Coop.. Inc v BNSF Ry and Union Pac. /?./e..NOR42113, 

slip op. at 3-4 (STB served Nov. 22, 2011) ("AEPCO 2011") (citing Coal Rate 

Guidelines, 1 l.C.C.2d al 523-24). 

Morc specifically, SAC develops the principle that a captive 

shipper's rales should nol exceed lhc level that would be charged by a least-cost, 

optimally efficient transporter participating in a "contestable" market, unaffected 

by barriers to entry or exit. As the Board has explained: 

A SAC analysis seeks to determine the lowest cost at 
which a hypothetical, optimally efficient carrier could 
provide the service at issue free from any costs 
associated with inefficiencies or cross-subsidization... 
To begin the analysis, the complainant hypothesizes a 
stand-alone railroad (SARR) that could serve a 
selected traffic group if the rail industry were free of 
barriers to entry or exit. 

Tex Mun Power Agency v. Burlington N & Santa Fe Ry, 6 S.T.B. 573, 586 

(2003) ("TMPA"); accord AEPCO 2011, slip op. at 4 Under SAC, the 

complainant idenlifies a iraffic group, nol limited to the issue traffic, to be served 

by the SARR and designs the transportation system that will ser\'ice that group 

efilcienlly and at the lowest cost, taking accounl of all essential facilities and 

^ Notably, the Board found UP to be revenue adequate in each ofits two 
most recent annual Revenue Adequacy 6c\crm\na{\ons. See Railroad Revenue 
Adequacy - 2011 Determination, EP 552 (Sub-No. 16), slip op. al 1 (STB scrx'cd 
Ocl. 16, 2012) and Railroad Revenue Adequacy - 2010 Determination, EP 552 
(Sub-No. 15), slip op. at I (STB served Nov. 3. 2011). 
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operating assets. See, e.g., W. Fuels Ass 'n. Inc. & Basin Elec. Power Coop. v. 

BNSFRy, NOR 42088, slip op. al 8 (STB served Sept. 10, 2007) ("WFA /"); FMC 

Wyo. Corp & FMC Corp. v. Union Pac. R R , 4 S.T.B. 699, 721 (2000) ("FMC): 

Coal Rate Guidelines, I I.C.C.2d at 542-44. 

IPA has calculated the SAC for the movemenl of coal from the 

subjecl origins/interchange lo IGS using the Intermountain Railroad ('MRR") as its 

SARR. The results of IPA's analysis are presented in Part III-I-l, which shows that 

the rates al issue exceed those that would be charged by a least-cost, optimally 

elTicienl alternative transporter by a substantial margin. 

The five basic steps in a SAC analysis are: (1) identify the traffic 

group to be served by the SARR and the associated revenues; (2) design the 

configuration, infrastructure and operaiing plan for the SARR; (3) determine the 

construction and operaiing cosls for the SARR system; (4) select the appropriate 

economic forecasting and depreciation methodologies for use in the discounied 

cash flow ("DCF") model; and (5) compile the DCF analysis. The development is 

interactive, rather than strictly sequential, as the results ofa subsequeni slep may 

prompt a need to revise an earlier step. Each of these is explained in detail in Part 

III. 

1. Stand-Alone Traffic Group 

IPA has determined the IRR's IralTic group in a manner consistent 

wilh Ihe Coal Rate Guidelines. See WFA /, slip op. at 10-11; TMPA, 6 S.T.B. at 

589. In particular, the IRR does nol attempt lo handle all of UP's IralTic on its 
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lines, but instead focuses principally on unit train and through irainload 

movements. 

In order to identify the IRR's traffic, IPA utilized a combination of 

differeni data sources, most of which wcrc provided by UP in discovery, 

including, inter alia, UP's historic revenue, ear movement, train event, and routing 

and density records, and UP's internal iraffic projections. IPA selected individual 

UP shipments (by origin and final destination points) that would move over the 

IRR for the one-year period beginning July 1, 2011 and ending June 30, 2012 

("Base Year"). 

The issue iralTic in this case consists of interline-received coal iraffic 

moving lo IGS. The issue traffic originates al Ulah coal origins served by the 

URC and is interchanged to the IRR al Provo, Ulah The URC provides ils portion 

of these through movemenis pursuant lo a long-term coniract. In addition to the 

issue coal iraffic, the IRR transports olher coal iraffic (both lo IPA and to third-

party shippers) from Ulah, Colorado, and Powder River Basin ("PRB") coal 

sources, and il transports a substantial volume of non-coal traffic. 

With the exception ofa relatively small volume of general freight 

iralTic that the IRR originates or terminates on its system (and interlines wilh UP), 

the IRR's non-coal iraffic consists entirely of overhead movemenis. Trains 

moving overhead on the IRR system are transported intact, wilh no classification 

or switching activities performed by the IRR al the interchange poinis except for 
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the occasional switehing of bad-order/rcpaired cars and the occasional pick-up or 

delivery of cars at intermediate poinis ser\'ed by the IRR.*' 

a. Cross-Over Traffic 

IPA has developed ils SARR in reliance on the Board's long­

standing policy of allowing shippers to include cross-over iraffic in their SARR 

systems. In that regard, while the Board recently proposed in Ex Parte No. 715 to 

consider certain limitations on the use of cross-over traffic in stand-alone cosl 

cases, the Board emphasized that it was nol proposing lo impose those limitations 

in pending cases* 

We do nol propose lo apply any new limitation 
reiroaclively to existing rate prescriptions that wcrc 
premised on the use of cross-over Iraffic or to any 
pending rate dispute that was filed with the agency 
before this decision was served. We do nol believe it 
would be fair lo those complainants, who relied on our 
prior precedent in litigating those cases. 

Rale Regulation Reforms, slip op at 17 n.l 1 (emphasis added). 

IPA filed its Complaint in the instant case on May 30, 2012, well in 

advance oflhc July 25, 2012 dale oflhe Board's Ex Parte No. 715 decision.^ 

Even more importantly, IPA has "relied on |the STB's] prior precedcni" 

throughout ils multi-year process of challenging UP's rales IPA relied on the 

'' The IRR does nol reroute any iraffic or utilize any irackage righis. 

' In fact, by the July 25, 2012 dale oflhc Board's Ex Parte No. 715 
decision: (i) the Board already had approved both the procedural schedule and 
protective oidcr in this case; (ii) IPA and UP each had served discovery requests; 
and (iii) the parties each had served written responses and objections to those 
discovery requests. 
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Board's long-standing approval of cross-over tralTic when il decided to file iis 

Complaint in Dockei No. 42127, when il requested leave to modify its SARR 

system in Docket No. 42127, when it decided lo seek leave to dismiss that case, 

and when it filed the Complaint initialing the insiant case. IPA likewise has 

developed its present SARR system in reliance upon the Board's slatemenl that it 

did nol propose lo apply ils proposed Ex Parle No. 715 limitations to this ease As 

the Board itself recognized in Ex Parte No. 715, il would not be fair lo impose new 

cross-over traffic limitations in this case. Id., slip op. al 17 n. 11. 

Notably, the Board recently re-emphasized this dclcrminalion both 

in E I. DuPont de Nemours and Co. v Norfolk S. Ry, STB Docket No. NOR 

42125 (served Nov. 29, 2012) ("DuPont"), holding that "|w]e have already clearly 

staled that 'r^v]e do nol propose to apply any new limitation [that may be adopted 

in BP 715] reiroaclively to . . . any pending rate dispuie that was filed wiih the 

agency before the decision was served."' Id., slip op. at 4-5 (citing Ex Parte No. 

715, slip op. at 17 n.l 1); and in ils December 14, 2012 decision in this case. 

Accord IPA 2012, slip op. at 3. The Board also explained in both decisions thai il 

was "maintaining the underlying preeepl| | thai cross-over traffic is an acceptable 

and useful simplifying tool in building a SARR " DuPont, slip op. at 4; see 

also IPA 2012, slip op. ai 3. 

In its August 14, 2012 Motion to l-lold Proceeding in Abeyance, UP 

staled Ihal it will seek lo persuade the Board lo impose restriciions on IPA's use of 

cross-over traffic in this ease. See, e.g, UP Motion to Hold Proceeding in 
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Abeyance al 5. IPA is participating in Ex Parle No. 715 as a member oflhc 

Concerned Caplivc Coal Shippers. This group filed joint Opening and Rcply 

Submissions in Ex Parte No. 715. IPA will not repeat all of ils Ex Parte No. 715 

argumenis here, but instead, incorporates those arguments by reference. IPA has 

included copies ofits Submissions in its electronic workpapers. See e-workpapers 

•'Coal Shippers EP 715 Opening.pdf and "Coal Shippers EP 715 Reply.pdf." 

As IPA explained in ils Reply lo UP's Motion to Hold Proceeding in 

Abeyance, imposition ofthe Board's cross-over traffic limitations would impose a 

substantial hardship upon IPA, which is particularly inappropriate in light of IPA's 

repealed reliance on the Board's long-standing approach to cross-over iraffic. See 

IPA September 4, 2012 Reply al 3-5, 7, 16-18. IPA would be required lo engage 

in a complete rc-cxaminaiion ofits case based upon a far broader set of UP trafilc 

and cosl records than is currently available lo IPA This analysis would be 

extremely expensive and onerous Moreover, given the substantial uncertainty 

associated wilh constructing a vastly larger stand-alone system, the end result of 

such an analysis could well be an inability to demonstrate that the challenged rales 

are excessive (e.g., some impediment to cost-clTeclive SARR construction or 

operation of such a large sysiem could exist well beyond the scope ofthe curreni 

IRR sysiem). In that regard, the Board's proposal would make il far more difficult 

for shippers (or carriers) to predict ihe end result ofa SAC analysis prior to the 

start of rate litigation. 
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b. Cross-Over Divisions/ATC Methodology 

In its Decision served July 25, 2012 in Ex Parte No. 715, the Board 

proposed lo utilize an "Aliemaiive'* form of ATC, but the Board stated therein ihat 

the modification would be used in future cases: 

We therefore seek public comment on wheiher we 
should adopt this modification lo ATC for use in all 
future SAC and Simplified-SAC proceedings and 
wheiher it provides a more suitable methodology that 
would better accommodate the two compeiing 
principles than the curreni ATC approach 

Id., slip op. at 18.** In this proceeding, therefore, IPA employs the Board's 

Modified ATC methodology to determine ihe cross-over revenues assignable to 

the IRR. 

As noted above, IPA filed evidence in Ex Parle No. 715 opposing 

the Board's proposed modifications lo ils Full-SAC methodology, including 

proposed changes to the Board's ATC divisions approach IPA incorporates those 

arguments by reference here as well. See e-workpapers "Coal Shippers EP 715 

Opening.pdP' and "Coal Shippers EP 715 Reply.pdf." For lhc reasons set forth 

therein, IPA respectfully submits that the Board should not impose Alternative 

ATC in this ease, but insiead. should calculate cross-over divisions on ihe basis of 

Modified ATC. Nevertheless, in order lo demonstrate that the impact oflhc issue 

^ Nothing in the Board's DuPont decision (or in IPA 2012) coniradicls the 
Board's prior declaration that il was proposing to apply Alternative ATC in 
"future''eases. 
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in this ease is extremely modest, IPA has included alternative calculations using 

the Aliemaiive ATC approach. 

IPA describes ils procedures for forecasting iraffic volumes and 

revenues in detail in Part I II-A. 

2. The IRR Configiiration and Operating Plan 

The IRR's sysiem configuration and operating plan are described in 

Parts 111-13 and lll-C. They wcrc developed primarily by IPA Witness Paul 

Reislmp, a nationally-recognized expert on rail operations. In fact, as a consultant 

in the early 1980'.s, Mr. Reistrup planned the track configurations I'or the IGS coal 

unloading facilities and al IPA's railcar maintenance facility located near 

Springvillc, UT. His designs are in use today and contribute to the successful 

operation of these facilities. 

IRR System Configuration. The IRR system is shown schematically 

in Exhibit III-A-1. Consisting of 174.96 constructed route miles, the IRR system 

provides the rail facilities needed to transport coal between the issue interchange al 

Provo and IGS These facilities arc located entirely within the state of Utah and 

replicate existing UP rail lines beiween Provo on the northeast and Milford on the 

southwest, and include portions of UP's Sharp and Lynndyl Subdivisions In 

addition to IPA's coal iraffic, the IRR also uses these lines to transport other eoal 

and non-coal traffic that UP transports over the same lines in the real world The 

IRR's Lynndyl Subdivision connects wilh the private spur that serves IGS (known 

as the IPP Industrial Lead) 1.55 miles west of Lynndyl, and extends beyond lo 
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Milford, which is the first UP crew-change point west of that conneciion and a 

logical place to interchange inierline iralTic that the IRĴ  transports over a portion 

of UP's Lynndyl Subdivision. 

In Docket No. 42127, UP incorrectly claimed that the Lynndyl-to-

Milford portion ofthe IRR. ''does not carry any issue traffic." See e-workpaper 

"UP 42127 Part I.pdP' al 1-2. In this same regard, the schematic that UP presented 

in ils Argument wrongly depicted the IPP Industrial Lead meeting UP's mainline 

track at Lynndyl, rather than 1.55 miles west of Lynndyl. Id. at 1-3.' Contrary lo 

UP's claims, the issue iraffic (both in Docket No. 42127 and in the present case) 

does move over a portion of UP's line between Lynndyl and Milford. In any 

event, the inclusion of trafilc moving over the Lynndyl-to-Milford segment is 

entirely consistent with established Board precedent. See, e g., W. Fuels Ass 'n. 

Inc. and Basin Elec. Power Coop , Inc. v. BNSF Ry., NOR 42088, slip op. at 10 

(STB served Feb. 18, 2009) ("WFA IP'); Otter Tail Power Co v BNSFRy, NOR 

42071, slip op. at 9-10 (STB served Jan. 27, 2006) ("Otter TaiP'). 

As described in detail in Part III-B, Uie IRR's facilities have been 

designed and sized to accommodate its traffic group, which is smaller than that of 

most SARRs in prior coal rale cases, in particular those carr '̂ing PRB coal traffic. 

The main line consists of single track wilh passing sidings, as well as set-out 

^ See also id. at I-l 1 (UP again wrongly claiming that "IRR docs nol need 
the Milford-Lynndyl segment to serve the issue traffic" and that the IRR's 
intcrmodal traffic moving via Milford-Lynndyl "does nol share any facilities with 
the issue traffic."). 
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tracks located near each ofthe IRR's Failed Equipment Detectors. The portion of 

the main line between Lynndyl and Milford, where traffic volume is heaviest, is 

equipped with Centralized Traffic Control ("CTC"). The remainder oflhe main 

line, beiween Provo and Lynndyl, does nol require CTC given ils considerably 

lower trafilc volume. However, the non-CTC portion oflhe main line has power 

switches remotely controlled by the locomolive engineers, a technology currcnily 

in existence on Class I railroads including main lines operated by the Kansas Cily 

Southern Railway. The maximum permissible train speed is 70 miles per hour for 

intcrmodal trains operating on the Lynndyl Subdivision beiween Lynndyl and 

Milford, 60 miles per hour for all olher irains operaiing on the Lynndyl 

Subdivision, and 49 mph in the non-CTC or "dark" territory on the Sharp 

Subdivision between Provo and Lynndyl. 

As described in Pari III-B-2, the IRR interchanges coal traffic wilh 

Ihe residual UP al three locations (Provo, Lynndyl, and Milford) and with the 

URC al Provo. The IRR has small inierehange yards at Lynndyl and Milford, as 

shown in Exhibits III-B-1 and lll-B-2. There is no need for an inspection or olher 

yard al Provo, as the IRR does nol perform any 1,000 or 1,500 mile inspeelion.s, 

and trains arc physically interchanged with olher carriers (UP or URC) in the 

Provo arca on the Coal Wye tracks (a/k/a the Ironton Crossover tracks, shown on 

the first page of Exhibii llI-B-1), in UP's Provo Yard, or al IPA's Springvillc 

railcar mainlcnance facility. 
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The IRR's locomotives are inspected, serviced and repaired al the 

IRR's locomotive facility at N. Springvillc (located just south of Provo and near 

IPA's Springvillc railcar repair facility, where 1,500-mile inspections of certain 

easibound empty IRR coal irains are performed by IPA personnel as contractors lo 

the IRR). Locomotives are fueled at the N. Springville locomolive facility using 

direcl-to-Iocomoiive ("DTL") fueling by tanker truck; thus lhc IRR requires no 

fixed fueling platforms or oihcr permanent fueling facilities. 

IRR Operating Plan. The IRR's operaiing plan is described In detail 

in Part Ill-C. ll is designed to enable the IRR to handle its peak year traffic 

volumes (and lhc trains moving over ils sysiem during the peak week in that year) 

elTieienlly and in accordance with all relevant customer service rcquiremenLs. All 

eoal and grain trafilc moves in unit trains, and wilh the exception of cars 

originated or terminated on the IRR, the nun-coal irains move intact in overhead 

service between on-SARR and off-SARR junctions with the residual UP. 

The IRR's operating plan accommodates the movement of some 

non-coal cars in interline-forwarded or interline-received service to or from five 

local poinis on the IRR (Ncphi, Sharp, Martmar, Delta, and Bloom). These cars 

move either on through trains operaiing between Milford and Lynndyl or Provo 

(which slop en route to make local pick-ups or sei-ouls), or, in the case of grain 

trafilc destined lo the Moroni Feed Company's gram loop al Sharp, in unit trains 

that move from the UP interchange at Provo to the Sharp grain loop and return. 
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The opcraiion of these trains is modeled in IPA's simulation ofthe IRR's peak-

period operations using the RTC Model (described further below). 

The operaiing plan calls for the IRR to acquire a single type of 

modern, AC-powered locomotive model, the General Electric ES44-AC, which is 

suitable for handling the IRR's traffic and which is exiensively used by UP to 

transport coal and other traffic. The IRR's maximum train speeds generally are 

consistent with those on the real-world lines being replicated, and its signals and 

communications system (including the use of CTC wherc warranted) are 

consistent wilh ils iraffic volumes and operational requirements The IRR has also 

been provided with appropriate yard/interchange facilities, and with operational 

staffing consistent wilh ils needs, including crew districts specifically sized for ils 

repetitive train operations in a few well-defined corridors Finally, lhc IRR's 

operating plan takes accounl oflhc fact thai its iraffic group does nol include any 

rerouted movements (intemal or external). 

A SARIN'S operating plan must enable the railroad to meet the 

transportation (service) requirements oflhe shippers whose traffic it carries 

AEPCO 2011, slip op. at 28. To verify the ability ofthe IRR sysiem and operaiing 

plan lo accommodate ils trafilc group efilcienlly, IPA's experts conducted a 

simulation ofthe IRR's operations during the peak iralTic week ofits peak iraffic 

year in the DCF period (i.e., November 2, 2021 through November 1, 2022), using 

the Board-approved Rail Trafilc Controller (''RTC") Model. The modeling 

exercise and the operating and other inputs used in the Model are described in 
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detail in Part lll-C-2. The average iransil times for IRR irains produced by the 

RTC Model simulation are compared with UP's average real-world transit times 

for the corresponding trains during the peak week oflhe Base Year, in Exhibit 111-

C-4 and accompanying electronic workpapers. The results are ihal the IRR's 

transit times for the various categories of traffic moving in all corridors are equal 

to or lower than UP's real world transit times, thus demonstrating the ability ofits 

sysiem and operaiing plan to meet ils customers' service requirements. 

3, IRR Operating Expenses 

The operating cosls for ihe IRR are described in detail in Part III-D. 

A summary ofihe.se annual operaiing expenses is set forth in Table III-D-I on 

page III-D-3, infra. The operaiing expenses reficct the IRR's relatively small size 

and location, locomotive, railcar and other equipment needs, operaiing plan, 

personnel requirements (both operaiing and non-operating including general and 

administrative personnel), mainlenance-of-way plan, and cosis for loss and 

damage, ad valorem taxes, insurance, and startup and training. The IRR's first-

year operating expenses equal $45.58 million. 

In general, the IRR's personnel and equipmeni needs reficct ils 

facilities and operations in ils peak Iraffic year during the 10-ycar DCF period 

(December 2, 2012 ihrough December 1, 2022). These needs were determined by 

IPA's expert rail operations, engineering, infonnation technology and MOW 

witnesses, and refiect the concept of an efficient, non-unionized SARR that is a 

Class 11 railroad. They also take into account the IRR's limited geographic scope 
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and the relatively small peak year traffic volumes moving over the various parts of 

the IRR system. IPA Witness Philip H. Burris developed unit cosls for application 

to the IRR's annual service unils using actual cosl data produced by UP in 

discover)' where possible, and actual costs incurred by other railroads (where 

known) for comparable functions and services, along with information provided 

by IPA's operating, engineering and information technology experts. 

IPA's development oflhe IRR's operating expenses is consistent 

with recent Board decisions in SAC rale cases, including in particular its most 

recent decisions in the WFA and AEPCO 2011 eases. As described in Part III-G, 

the IRR's operating costs were adjusted fonvard over the 10-year DCF period 

based on Global Insight's forecasts of expected changes in the RCAF-A and the 

RCAF-U, which were combined using the phase-in approach approved by the 

Board in Major Issues, slip op. al 42-47. 

4. Road Property Investment Cost 

Part III-F describes and documenis in detail how the IRR is designed 

and constructed in accordance with governing standards ofthe American Railway 

Engineering and Mainicnance-of-Way A.ssociation for track, roadbed, bridge, 

culvert and olher requirements, and consistent with determinations made by the 

Board in recent cases addressing construction parameters and costs for stand-alone 

rail systems. See, e.g., WFA I, slip op. al 77-133. Specific grading and other 

design characteristics have been derived from UP data regarding existing lines that 

werc produced in discovery, as well as dircci observation and evaluation oflhe 
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geography, terrain, topography and general condilions oflhe IRR route by IPA's 

expert rail engineering consultants. Design parameters for elements such as 

roadbed width, side slope measurements, and olher features are based on Board-

approved parameters from prcvious cases. See, e g., AEP Texas, slip op. al 79-80; 

Public Service Co. of Colorado d/b/a Xcel Energy v. Burlington N c£ Santa Fe 

Ry, 1 S.T.B. 589, 671-73 (2004) ("Xcel Py, TMPA, 6 S T.B. at 700-708; Duke 

Energy Corp v CSX Transp. Inc., 1 S.T.B. 402.476 (2004) ("Duke/CSXT'). 

The evidence submitted in Part III-F and accompanying exhibits and 

workpapers documenis IPA's calculations of material and construction costs, 

including design, engineering and contingencies. Total construction cosls for the 

174.96 constructed route-miles that comprise the IRR system, including associated 

land acquisition cosls, are $386.7 million, or approximately $2.2 million per route-

mile. See Part III-F al III-F-2 for a summary lable. 

Also consistent wilh Board precedent, IPA projects a 30-monlh time 

period for design and consiruction oflhc IRR. This estimate reasonably employs 

the principles of unconstrained resources and simultaneous construdion, where 

possible, of difiercnl segments oflhe IRR sysicm'lhat spring from the entry-

barrier free principle that is among the core components of CMP. See, e.g., 

Carolina Power & Light Co v. Norfolk Southern Ry., 1 S. f.B. 235, 244 (2003) 

("Carolina P&L"); Coal Trading Corp. v. Baltimore & Ohio R R., 6 I.C.C.2d 361, 

413(1990) ("Coal Trading"); West Texas Utilities, I S T.B. at 668-69; Coal Rate 

Guidelines, 1 I C.C.2d at 529. 
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The same principles apply with respect to such items as utility 

protection, road detours, environmental regulations compliance, and olher such 

features. Where records or data produced in discover)' do nol show any 

expenditures by UP or its predecessors when these facilities first were installed, 

the related costs have been excluded from consiruction costs for the IRR as well. 

See AEP Texas, slip op. al 85; Xcel 1,1 S.T.B. at 681; Duke/CSXT, 1 S.T.B. al 484. 

However, where there is evidence that UP or one of ils predecessors incurred the 

expense - or the age oflhc facility or line segment indicates that such an 

expenditure was likely - IPA includes the appropriate cost in its analysis. See 

Parts lll-F-2, lII-F-5, and lll-F-8 

As detailed in Part III-F-I, the IRR requires a total of 2,108 acres of 

land, including land grants and easements, based upon an average right-of-way 

width of 100 feel in rural areas and 75 feci in cities and large towns, and the real 

estate requirements for the IRR yards, building.s, .service roads and other auxiliary 

facilities described in Parts III-C and lll-F. Real estate costs are based on 

appraisals conducted or supervised by IPA's real estate expert. Stuart Smith, using 

the methodology described in Pari lll-F-1. Consisieni with the principle of 

barrier-free entry cited supra, no assemblage factors arc incorporated in the IRR 

real estate cosls as therc is no evidence that UP or ils predecessor(s) were 

burdened by assemblage when ihey acquircd the rights-of-way and contiguous 

land for the line segments replicated by the IRR. See West Texas Utilities, 1 

S.T.B. at 670-71. 
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5. Application ofthe DCF Model 

Part III-G outlines the DCF incihodology applied by IPA in 

calculating SAC and the maximum SAC rates that result from the IRR SAC 

analysis. The DCF methodology is consisieni with that adopted in Coal Rale 

Guidelines, as subsequently modified in Major Issues, and as most recently 

applied in WFA, AEP Texas, and AEPCO 2011.^ 

IPA's DCF analysis includes the following elcmenls: 

a Debt and equity cosls for the IRR over its construction period 

(May, 2010-Oclober, 2012) are based on lhc Board's annual cost of capital 

determinations, consistent with the Board's 2011 finding in the AEPCO case. See 

AEPCO 201L slip op. at 135-37 

b The use of infiation indices compiled by the AAR appropriate 

10 various road property components oflhe IRR (Part lll-G-2), and the "hybrid" 

RCAF-U/RCAF-A approach adopted by the Board in Major Issues lo index the 

IRR's operaiing expenses. See Part lll-G-2. 

" As described in Part lll-H-l-d, IPA has employed a debt structure for the 
IRR oflhe type actually utilized in the railroad industry, rather than using the 
"home mortgage" approach typically employed in prior stand-alone cases before 
the Board. Specifically, lhc IRR will make fixed, interest-only, coupon payments 
on ils debt. As IPA explains, the AAlVs filing in the 2011 cosl of capital 
determination shows that nearly 92 percent of railroad industry debt consists of 
corporate bonds, notes and debentures ihal incorporate such periodic coupon 
payments. 
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c. A determination of federal and state tax liabilities consistent 

with the Board's approach in prior coal rate cases, laking accounl of recent federal 

economic stimulus legislation. See Part III-G-3; Pan lll-H-l-f. 

d The use of economic depreciation to determine the value of 

the IRR's assets at the end oflhe DCF period. See Exhibii lll-H-l. 

e. The use ofa "time-based'' capital recovery approach, as 

applied in TMPA, Duke Energy Corp. v. NorfolkS. Ry. 7 S.T B. 123 (2003) 

("Duke/NS*') and Carolina P&L. See Part III-G-4. 

f. The distribution of total excess stand-alone revenues over 

.stand-alone costs in each year ofthe DCF Model - and thus, the determination of 

the annual measure of rate relief to which IPA is cntillcd - using the Maximum 

Mark-Up Methodology ("MMM") adopted by the Board in Major I.s.sues and mosi 

recently applied in AEPCO 2011, with variable cosls forecast in accordance with 

the Board's recent decision in Oklahoma Gas & Elec. Co. v. Union Pac. R.R., 

NOR 42111 (STB served July 24, 2009) ("OG&E"). See Part llI-H-2. 

E. RATE RELIEF AND DAMAGES 

Based upon the evidence presented hcrcin, the Board should find 

that UP possesses market dominance over the transportation of coal to IPA from 

the subjecl interchange in accordance with 49 U.S.C. § 10707. The Board further 

should find that the rales set forth in Item 6200-A of UP Tariff 4222, and as 

applied 10 the subject movements, exceed maximum reasonable levels as 
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determined under the SAC constraint oflhe Coal Rale Guidelines, and therefore 

arc unlawful under 49 U S C § 10701(d). 

1, Prescription of Maximum Rates 

In accordance with the provisions of 49 U.S C. § 10704(a), IPA is 

entitled to a Board order prescribing the maximum rates that lawfully may be 

charged by UP to transport coal to IGS. As detailed in Table III-H-3, and as set 

forth below in Table 1-4, the maximum rates that should be prescribed are as 

follows" 

TABLE 1-4 (Principal Case) 
IPA M M M Rates per Ton-4Q12 

[Vlaxinium Rcasonable Rates for Coal Movements to IGS 

Origin/Interchange 

Provo, UT 
Provo, UT 
Provo, UT 
Provo, UT 

Car Type 

Gen. Svc Hopper 
Gen. Svc. Hopper 
Spec. Svc. Hopper 
Spec Svc. Hopper 

Minimum Car 
Lading 

100 
115 
100 
115 

4QI2 

S4.38 
$4.08 
$4.29 
$4.01 

Source: "IGSMMM Ralcs.xlsx." 
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TABLE 1-4 (Alternative Case)'̂  
IPA M M M Rates per Ton - 4Qi2 

Maximum Reasonable Rates for Coal Movements to IGS 

Origin/Interchange 

Provo, UT 
Provo, UT 
Provo, UT 
Provo, UT 

Car Tvnc 

Gen. Svc. Hopper 
Gen. Svc. Hopper 
Spec. Svc. Hopper 
Spec. Svc. Hopper 

Minimum Car 
Lading 

100 
115 
100 
115 

4Q12 

$4.41 
$4.10 
$4.32 
$4.04 

Source: "IGSMMM Raies.xisx." 

2. Award of Damages 

Since November 2, 2012, IPA has paid UP frcight charges for lhc 

subject coal iransportation service lo IGS al tarilT rales significantly higher than 

the lawful maximums summarized in the prcvious lable. Accordingly, pursuanl lo 

49 U.S.C. § 11704(b), upon conclusion ofthis proceeding the Board should enter 

an award for damages sustained as a consequence of UP's violation of 49 U.S.C. § 

''' The only dificrcnce between IPA's Base Case and its Alternative Case is 
that IPA utilized ''Alternative ATC" to calculate division in us Alternative Case. 
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10701(d) eonsisling ofa refund of such overpayments plus inleresL See Part 111-

H-3. 

Respectfully submitted. 

INTERM0UN;î AUi4 POWEJî AGENCY 

^ . 
By: C. Michsfcl Loftus 

Christopher A. Mills 
Andrew B. Kolcsar 111 
Daniel M. Jaffe 
Stephanie M. Archuleta 
SLOVIIR & Lon'us LLP 
1224 Seventeenth Street, N.W. 
Washingion, D.C. 20036 
(202)347-7170 

Dated: December 17.2012 Attorneys for Complainant 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

INTERMOUNTAIN POWER AGENCY 

Complainant, 

V. 

UNION PACIFIC RAILROAD COMPANY 

Defendant. 

Dockci No. 42136 

PART II 

MARKET DOMINANCE 

A. OUANTITATIVE EVIDENCE 

'fhc Board considers boih quanlilative and qualilalivc market 

dominance in dcicrmining whether there is an absence of effective compelilion 

iindcr49 U.S.C. § 10707. 

49 U.S.C. § 10707(d)(1) defines the quanlilative element oflhe 

markei dominance test as a showing that the revenues produced by the rail 

movemenis al issue are al least 180% oflhe respcciivc variable cosis of providing 

the related transportation service for each of those movemenis. In this Part 11. A, 

IPA demonstrates that the quanlilative threshold is mcl wiih respcci lo the rales 

under challenge in this proceeding. 

Under the approach thai the Board adopted in Major Issues, the UP 

tariff rales at issue are comparcd lo the variable cosls for the corresponding 



movements, calculated on an unadjusted sysiem average basis using the Board's 

Uniform Rail Costing System (URCS) Phase III program, and nine (9) specific 

trafilc and operaiing inputs for each movemenl: (1) the railroad; (2) loaded miles 

(including loop track miles); (3) shipment lype (originated and icrminaled or 

"local.'' originated and delivered, received and delivered or "bridge," and received 

and lenninaied); (4) number of freight cars per train; (5) number of tons per car; 

(6) commodity; (7) lypc of movement (single car. multiple car or unit train); (8) 

car ownership (railroad or private); and (9) lype of car. See Major Issues, slip op. 

al 52 n. 166; KCP&L, slip op. at 5-6. The variable cosis and rcsulling revenue lo 

variable cosl (R/VC) ratios presented by IPA in this Part were calculated in 

accordance wilh these guidelines. 

I. Traffic and Operating Characteristics 

In accordance wilh the procedural schedule approved by the Board 

on July 11, 2012. IPA and UP filed a Joint Submission of Operaiing 

Characierisiies on October 16, 2012. The parties conferred about, and were able 

to agree upon, all oflhe traffic and operating characierisiies for the coal 

movemenis lo which the challenged rales apply The applicable lariff covers 

shipments in both 286,000 GWR and 263,000 GWR general ser\'icc hoppers and 

special scr\'icc hoppers, and specifies dilTerenl rates for each weighl category 

The Iraffic and operaiing parameters used by IPA in its calculation of variable 

cosls for each oflhe subjecl movemenis are as follows: 
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iM»\cmvHl 
I 'nrnmrlrrv 

(1) 
1 Railroad 

2 Miles 

3. Shipmem Type 

4. Cars per Tram 

5. C«i Type 

6 Ciu Ouneiship 

7. I'oiis per Ciii 

8 Commodity 

9. Movemenl'l>pc 

TABLE l l -A- I 

Suiiimiin' iif Truffit.* & Onvnilini! I':iriinivtcr.s 

2H6.IH)U ( ;WK 

|2) 
UP 

97 0 

Received & 
Tcrmiiuitcd 

104 

General Sen ice 
1 lopper 

Private 

1160 
Coul 

Unit 11 am 

I ' roto, UT lo 1 

2«fiJKH)CWR 

(3) 
UP 

97 0 

Reicived & 
'I'cmiuiated 

lO-t 

Special Service 
1 lopjKr 

Private 

1160 
ConI 

Unit Iram 

ynnil>l, UT 

263.1100 tiWK 

(4) 
UP 

97 0 

ReLeived & 
'I'ci minuted 

10-1 

Oeneral Scr\-ice 
I luppci 

Private 

104 1 

Coal 

Unii Irain 

Z63.0U0 C W K 

15) 
UP 

97 0 

RcccnedA 
1'eimmated 

10-1 

Special Service 
I lopper 

Pnvate 

lO-l 1 

Coal 

Unit I'ram 

2. Variable Costs 

Table ll-A-2, below, shows the calculation of variable costs' for 

movements from lhc origin al issue lo IGS based upon the Board's 2011 UP 

URCS unit cosls forecast to Fourth Quarter 2012 (4Q12) wage and price levels 

using the Board's established procedure for updating variable cosls.^ All vanablc 

cosls arc calculated on a system average basis, with no adjustments other than 

those SCI forth in Review oflhe General Purpose Costing System. 2 S.T.B. 659 

(1997) and endorsed in Mfl/or/wwej. See KCP&L, sVijp op at 7-8. The Table also 

' The testimony in this Part 11-A is being sponsored by Thomas D. Crowley 
and Timothy D Crowley of L.E Peabody & Associates, Inc. Their credentials are 
detailed in Part IV. 

^ The methodology employed is the Interstate Commerce Commission's 
1E3-80 procedure, supplemented in accordance with Complaints Filed Under 
Seclion 229 oflhe Staggers Rail Act of 1980, 365 I.C.C. 507 (1982). 
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shows the calculated Jurisdictional Thresholds and rate to variable cosl ratios for 

each car lype. 

TAIILE II-A-2 
Varinhltf Cosl mid Revcniic/Variiihlc Co-sl Riilius 

licm 

(I) 

ZK6,MH) CWK 

(Z) 

Pruiu, i n luUjni idj I . i n 

2MM0 GWR 2A3JK)0 CWK 

(J) W 

26J.0U0 GWK 
15) 

1 Phase III Cost I3ase Veor 20111/ 

4QI2 
2. Index to-IQI2 
3 Phase Ml Cost AQ\2y 
•1 Jurisdictional riircsholdj./ 
5 Raiel*er1oninI'rivateCars4QI2 
6 Rate loVaiuihk Cost R.itio<lOl2fi/ 

S1.8I SI 78 S1.9I SI 9! 

1 032<18 
SI 87 
S3 37 

$7'16-1/ 
3 99 

1 032'18 
SI 84 
S3 31 

S746' t / 
•106 

1 03248 
S20I 
S3.62 

$76-15/ 
3.80 

1 03248 
SI 97 
S3 SS 

S7.6'l 5/ 
3 88 

1/ S n i 2011 UP URCS foimiilj 
l l Line I \ Line 2 
l l Lmc 3 \ 1.80 
4/ Kute 01'S7 13 per tun from UP ranir4222 plus an average '1012 fuel surcharge (") b C ) ut'SO 33 per tun 
i'&C bdsed on UP Circular 66U2-C (Colorado and Ulah), Item 690 UP 4QI2 Averaijc I'SC oi SO 40 per car-mile bnsed 
on Oct, Nov. and Dec 2012 luel surcharges ufSO 38, SO •! I, SO 40 per car-mile, lespectivel)- I SC • SO <I0 per car-mile 
\ 97 miles ->-116 0 tons per car 
if Rale urS7 27 per tnn lium UP riinll 4222 plus an average 4Q12 i'SC ofSO 37 per ton. 
I SC based un UP Circuljr 6602-C (Colorado and Utali). >ieni 690 UP 4Q12 Average i'SC ofSO'lO per Ciir-mile based 
on Oct, No\, and i3ec 2012 luel suicliarges oi SO38. S0.41, SO40 per cBi-mile, respecti%et> i'SC = SO40 per ciir-mile 
X 97 miles + 104 I tons per car 
^ Line S + Line 3 

Based upon UP's 4Q12 variable cosls and the challenged rates 

(including the fuel adjustment), the revenue lo variable cosl ratios range from 

380% to 406% of variable cosls, all far in excess oflhe Jurisdictional Threshold of 

180%. 

B. QUALITATIVE MARKET DOMINANCE 

The second aspect oflhe markei dominance analysis involves 

qualilalivc considerations and includes a review of both intramodal and iniermodal 
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competition.'* IPA's Iniermounlain Generating Siaiion ("IGS'') is located near 

Lynndyl in Millard Counly, Ulah and includes two generaling unils with a lolal 

capaciiy of 1,800 MW. IGS is not served by any railroad olher than UP. and it is 

infcasible for IGS to receive the very large volumes of coal covered by the 

challenged rates by motor carriage. As such, there is no intramodal or intcrmodal 

compelilion and UP enjoys market dominance over the issue movemenis. 

The challenged rales in this proceeding apply to coal shipments to 

IGS fiom one origin: a point of interchange with the URC, at Provo, Utah. IPA 

anticipates that ils shipments of coal from this origin over the next ten (10) years 

will be in lhc range of 2.5 lo 3.5 million tons per year, out of total annual 

deliveries of { }. The balance ofits requiremcnis. 

approximately { }, is expected lo be shipped from 

non-issue origins. The coal volumes currently under contract by IPA, and ils best 

estimates of coal volumes and coal origins for the nexl ten (10) years, are set forth 

in an inlcmal forecast appearing at e-workpapcr "IGS Coal Traffic Forecasi.xlsx." 

{ 

} 

In an effort to maximize elTicicncy and minimize lhc expense 

associated wilh discover)' in this case, the parlies agreed to rely, to the exieni 

•* The lestimony in this Part II-B is being sponsored by John Aguilar and 
Lance Lee of IPA. Their posiiions and backgrounds are delailcd in Part IV. 
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possible, on the discover)' requests and responses in Docket No. 42127; to requesl 

updates of those responses lo those earlier discovery requests wherc appropriate; 

and to limit new requests The parties accordingly extended the protective order to 

cover use in ihis dockci of materials from Dockei No. 42127 

In its responses to IPA's First Requests for Admissions, 

Inlerrogatorics, and Requests for Production of Documents in Dockci No. 42127, 

UP confirmed the absence of effective competition in this case. Specifically, UP 

first admitted that: 

il could nol prevail on the issue whether there is 
qualitative evidence of effective competition from 
other camel's or modes of transportation for the 
movement of coal from the "Origins,'' as defined in 
IPA's Definition No. 13, to the IPA Generaling Station 
under the standards currently being applied by the 
Board. 

UP Respon.ses to Requesl for Admission Nos. 2'and 3. UP's responses arc 

included wilh ihis Opening Evidence as e-workpaper "UP 42127 Responses.pdf'' 

In addition, UP responded lo IPA's Interrogator)' Nos. 2 and 3 with 

the "unqualified admission" that UP faces no elTective intramodal or intcrmodal 

competition for the subject transportation. Id. (e-workpaper "UP 42127 

Responses.pdlV) 

UP refused to produce any documents in response to IPA's request 

for the production of any documents regarding intramodal or intcrmodal 

compelilion on the grounds, inter alia, that IPA's request ''seeks information that 

is neither relevant nor reasonably calculated to lead to the di.scovery of admissible 
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evidence." See UP Rcsponse to IPA Request for Production No. 2 (e-workpapcr 

"UP 42127 Responses.pdf."). 

In ils Reply Evidence in Docket No. 42127, UP acknowledged ils 

admission that il could nol prevail in establishing qualitative markei dominance 

and confirmed that il does nol dispuie that it has market dominance over the 

transportalion lo which the challenged rales apply. See UP Dockei No. 42127 

Reply Evidence, al Il-l (included as e-workpapcr "UP 42127 Rcply Part ll.pdf). 

The rales challenged here are a subsci ofthe rales challenged in Dockci No. 

42127. While UP's admissions and siaiements in Dockei No 42127 arc sufficient 

to resolve the issue of markei dominance in this proceeding in IPA's favor, IPA 

nevertheless will addrcss bricfiy the factual details ofthe issue transportation 

ser\'icc and the absence of any elTcctivc competitive aliemaiive for that service. 

I. Intramodal Competition 

IGS is located on UP's main line between Salt Lake City, Ulah and 

Los Angeles. California and UP is the only rail carrier capable of serving the plant. 

The second-nearest railroad to IGS is the Ulah Railway Company ("URC"), whose 

iracks are located approximately 90 rail miles from the plant. Given the distance 

involved, there is no practical oplion for a rail build-out from IGS. 

Because IGS is served only by UP and a rail build-oul is infcasible. 

ihere is no intramodal compelilion. 
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2. Intcrmodal Competition 

Therc arc no intcrmodal competitive alternatives that effectively 

constrain the rales charged by UP lo perform the service al issue. 

IPA operates and maintains approximately 400 railcars, eonsisling of 

both aluminum and steel cars. It owns a railcar service facility in Springville. UT, 

just soulh of Provo, UT. IPA has undertaken major upgrades lo that facility in the 

past three years, including the construction ofa new overpass, as well the 

installation of additional track facilities lo accommodate longer unit irains. At 

least { } was spent on land and funding for the overpass. In addition, 

IPA has spent approximately { } on its expansion oflhc railcar service 

facility. Very simply, IPA has always relied upon, and continues lo be fully 

committed lo, rail transportation for delivery oflhe vast bulk ofits coal 

requircmenis. Therc arc very good reasons for that reliance on rail transportalion. 

Trucking high volumes of coal lo IGS is uperationally infcasible, 

prohibitively expensive and politically impraeiical For the past ten years, IPA has 

lypically trucked less than five perceni ofits coal lo IGS.** Most of those truck 

deliveries have been associated wiih periodic changes in mining operations at the 

SUFCO Mine operated by Arch Coal, which is located in Sevier Counly. U T -

'' The most recent full year (2011) data show iruck shipments of 
approximately 700,000 ions The majority of those tons were from the new Coal 
Hollow Mine, from which IPA began receiving coal in 2011. This mine is nol 
scrN'cd by any rail carrier, and the mine determined that trucking was the most 
feasible and economic means of delivering the coal given the locaiion oflhc 
nearest potential rail iransload point, which would have required circuitous truck 
movements of approximately 110 miles from the mine. 

1-8 



approximately 115 miles east of IGS. For operational reasons, the amouni of 

SUFCO eoal that IPA can efilcienlly bum al IGS is limited lo { 

}. Over the lasl five years, IPA has shipped an average of 

approximately 240,000 tons of coal per year by truck from lhc SUFCO Mine. The 

remaining portion of deliveries from SUFCO, averaging around 1.75 million tons 

per year, have been shipped by rail via UP al the Sharp loadoul near Lcvan, Utah. 

The SUFCO Mine is an underground mine that operates a longwall as well as 

coniinuous mining equipment. Truck transport from SUFCO is nol coniinuous 

and regular, but is used primarily during periods when SUFCO is moving ils 

longwall IPA encounters community opposition to trucking from SUFCO lo IGS 

during periods when such truck shipments arc voluminous on a monthly basis. 

IPA has requested and UP has provided common carrier rates for rail shipments of 

SUFCO coal from Sharp. IPA is currently utilizing these rales, but has nol 

challenged them in this proceeding. 

The disiancc from Provo, Ulah and ihe volumes lo be shipped from 

ihai interchange make trucking an infcasible option. The Provo interchange point 

with URC is approximately 90 rail miles from IGS. The volume of coal to be 

shipped from this origin (between 2.5 and 3.5 million tons per year) and the 

associated costs, make motor carriage over these distances intcasible 

IPA has been laking substantial volumes of coal from URC-served 

origins for many years. URC hauls these tonnages lo Provo and IPA's liains are 

interchanged there lo UP for movemenl lo IGS. IPA has never utilized trucks for 
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transporting coal from the URC interchange in Provo lo IGS. There are no 

facilities available in the Provo arca that would be capable of transloading coal 

from rail to iruek In addition, such an oplion would be impractical versus an all-

rail movemenl in that il would require unloading coal from railcars, storing the 

eoal on the ground and re-loading the coal into trucks (even ifa suitable iransload 

locaiion could be idcnlificd and appropriate iransload facilities eonsirucied) and a 

90-mile truck haul from Provo lo IGS. Given the volumes of coal IPA anlicipates 

shipping via URC from Savage as described above, the number of landcm 

iruckloads required would be approximately { } per day. All oflhe steps 

involved in attempting to truck eoal from Provo lo IGS would unquestionably 

result in significantly greater costs than a direcl or inlerchanged rail move. 

Indeed, even before adding a suilable transloading fee, IPA estimates that the 

trucking cosls would exceed the rail transportation costs by { 

} based on 2012 trucking rales and UP's 115 ions per car larilTrale from 

Provo If one assumes a iransload cosl of { 

} IPA believes is probably 

lower ihan could ever be achieved, the incremental cost for truck deliveries would 

be{ } 

More generally, if IPA were lo truck the major volumes of coal 

involved from Provo. il would rcquirc incrcascd travel over roads that are nol 

regularly subjected to such high coal truck volumes and would generate logistical 

and political problems that would further render such transportation infcasible. 
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Moreover, IGS is not physically designed, equipped or operated lo handle such 

large volumes of iruck deliveries. 

Finally, there arc no navigable waterways between the issue 

origins/interchange and IGS, and as such, there is no efi'eclive water compelilion. 
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BEFORETHE 
SURFACE TRANSPORTATION BOARD 

INTERMOUNTAIN POWER AGENCY 

Complainant, 

V. 

UNION PACIFIC RAILROAD COMPANY 

Defendant. 

Dockei No. 42136 

PART III 

A, STAND-ALONE TRAFFIC GROUP 

IPA has determined the maximum lawful rales for UP's 

transportation of coal to IPA's Intermountain Generaling Station ("IGS") utilizing 

the stand-alone cost ("SAC) constraint ofthe Coal Rate Guidelines.̂  IPA has 

created the Intermountain Railroad ("IRR") as ils hypothetical least-cost, most-

efficient stand-alone railroad ("SARR'') for SAC purposes. 

Exhibii IIl-A-1 is a schematic oflhc IRR's layout. The IRR system 

consists of 174.96 con.strucied rouie miles. As shown in Exhibit I II-A-1, the 

sysiem is located cniircly within the slale of Ulah and replicaies UP's system from 

Provo, Ulah on the northeast to Milford, Ulah on the southwest. The IRR system 

serves one eoal origin (the Sharp loadout), one coal destination (IGS), and several 

' 'fhc maximum rates are set forth in Part Ill-G; the evidence in that Part is 
sponsored by IPA Wiinesses Thomas D. Crowley and Daniel L Fapp. 
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origins/destinations for non-coal interline forward and interline received U*affic 

(including in particular the Moroni Feed Company facility al Sharp, hereinafier 

referred to as the "Sharp grain loop"). The IRR has no branch lines, and connects 

with the privately-owned IPP Industrial Lead 1.55 miles west of Lynndyl. 

The IRR's main lines consist of single track with passing sidings 

totaling 213.08 track miles. The main lines consist of continuous welded rail 

similar to that used by UP on hea\'y-haul routes. IPA describes olher aspects of 

the IRR system in Pari lll-B ofits Opening Evidence 

The IRR interchanges iralTic wiih the residual UP al Provo, Lynndyl 

and Milford and with the Utah Railway ("URC") al Provo^: 

TABLE I I I -A-I 
IRR INTERCHANGE LO 

Location 
Provo, Ulah 
Lynndyl, Ulah 
Milford, Ulah 

CATIONS 
Carrier 

UP, URC 
UP 
UP 

1 
IPA e-workpapers "IPA Coal Traffic Forecast Opening.xisx," and 

"Non-Coal Revenue Forecast Opening.xisx" show the volumes and on and off 

locations for all IRR traffic over Ihe November 2, 2012 Ihrough November 1, 2022 

time period. 

^ As described in Part Ill-C-2 below, ihe IRR physically exchanges irains 
with UP and wilh URC at several locations in the vicinity of Provo. 
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I. Sland-Alone Railroad Traffic 

The IRR iraffic group logically divides into coal and non-coal 

traffic Almost all oflhc coal trafilc on the IRR moves in unit Irains or irainload 

service. 'Hie IRR originates and/or delivers some ofits coal traffic, and the IRR 

provides overhead service for other coal movemenis. The only coal destination 

served directly by the IRR is IGS. The IRR moves both issue and non-issue coal 

trafilc lo IGS. All olher non-issuc coal traffic moving on the IRR is interchanged 

to UP for delivery to ils ultimate destination. 

With the exception ofa relatively small volume of general freight 

iraffic that the IRR originates or terminates on its system (and interlines with UP), 

the IRR's non-coal traffic consists entirely of overhead movements. Trains 

moving overhead on the IRR sysiem are transported intact, with no classification 

or switching activities performed at the inierchangc points except for the 

occasional switching of bad-order/repaired cars and the occasional pick-up or 

delivery of cars al inlermediale points served by the IRR, The originated/ 

terminated trafilc includes unit irains that the IRR receives from UP at Provo and 

lerminalcs on the Sharp grain loop (the empty irains arc relumed to UP al Provo). 

IPA developed the IRR traffic group utilizing a combination of 

different data sources, including: (a) UP's historic revenue, ear movement, train 

event, and routing and density records; (b) UP's Prophecy forecast data; (c) UP's 
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rail iransportation contracts and olher pricing information;^ (d) IPA's internal coal 

volume forecasl; (c) information developed by the Department of Energy's Energy 

Information Adminislralion ("EIA"); (1) information developed by the U.S. 

Department of Agriculture ("USDA"); (g) analyses conducted by IPA Wiinesses 

Thomas D. Crowley and Daniel L. Fapp; and (h) information in UP's shareholder 

reports, SEC filings, and equity analyst presentations. 

IPA selected individual UP shipments (by origin and final 

destination points) that would move over the IRR for the one-year period 

beginning July 1, 2011 and ending June 30, 2012 ("Base Year") *' 

a. Coal Traffic 

Coal traffic, consisting of unit train and/or irainload movements, 

comprises approximately 42% ofthe IRR's first full-year tons. The IRR directly 

serves one coal load oul and also receives coal in interchange from both URC and 

UP al Provo and from UP al Lynndyl. The only power plant that ihe IRR serves 

directly is IGS. There are three basic categories of coal traffic on the IRR sysiem. 

(i) issue U-affic to IGS: (ii) non-issuc iraffic to IGS; and (iii) non-issue traffic 

moving to destinations other than IGS. 

^ By agreement oflhe parlies, UP limited ils produclionof non-coal 
contracts and pricing insirumcnts lo a defined subset ofthe lolal set of responsive 
documents. The parties further agreed that UP would nol take issue with IPA's 
reliance on that subset as a basis for drawing inferences regarding the balance of 
UP's contracts and pricing instruments. 

^ IPA's electronic workpapers include the queries that IPA utilized to draw 
traffic and revenue information from UP-produced iraffic data. 

III-A-4 



Coal Traffic to IGS. 'fhe issue iraffic moving to IGS includes Ulah 

coal traffic that originates on the URC and that the IRR receives in interchange 

from the URC at Provo for delivery lo IGS. The URC handles the upstream 

portion of these movemenis pursuanl lo a long-term contract with IPA that 

remains in effect until { }. UP's contract for delivery service 

for these URC-originated volumes expired at the end of 2010. 

The non-issuc coal traffic moving to IGS via the IRR includes coal 

originating at ihe Sharp coal loadoul. The IRR moves this coal in single-line 

service from Sharp to the IGS facility. The IRR also handles a small volume of 

coal moving lo IGS as cross-over traffic (i.e.., real-world single-line traffic that the 

UP originates at the Skyline Mine and that the IRR will handle from Provo to 

IGS). 

Non-IPA Coal Traffic. The IRR also handles coal iraffic for 

shippers olher than IPA. This traffic includes non-issue coal iraffic moving- (I) 

from the URC inierehange at Provo lo Milford; (2) from the UP interchanges al 

Provo or Lynndyl to Milford; or (3) from the Sharp loadout lo the UP interchanges 

at Provo or Milford. The IRR's non-issue coal traffic is a combination of e.\porl 

coal, utility coal, and industrial coal from Utah, Colorado, and Powder River Basin 

("PRB") origins. 

IPA e-workpapcr "IPA Trafilc Forecasi.xlsx" shows detailed 

movement information for all eoal handled by the IRR, along with the Base Year 

volumes attributable to each 
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b. Non-Coal Traffic 

The IRR also handles a substantial volume of non-coal traffic. This 

iraffic comprises approximately 58% oflhe lRJ<.'s first-year tons As noted, the 

IRR generally receives and delivers this traffic in inlacl trainload.s, and handles 

this iraffic as a bridge carrier replacing UP for a portion of ils movement over the 

IRR. IPA's e-workpaper "Non-Coal Revenue Forecasl Opening.xisx" shows all 

on-system and off-system locations for all the non-coal movemeiiLs handled by the 

IRR for the November 2. 2012 - November I, 2022 time period. Principally, this 

trafilc moves between Milford and Lynndyl or Provo. This traffic also includes 

interline forwarded and interline received non-coal traffic that the IRR originates 

or terminates at five poinis (Ncphi, Sharp, Martmar, Delta and Bloom).^ 

The non-coal traffic may be broken down into general categories as 

follows: 

^ Except for the grain traffic destined to the Sharp grain loop, which moves 
on separate unit trains, this traffic moves on ihrough (overhead) trams which stop 
on the IRR lo pick up or deliver cars to local indusu*ics al ihe indicated locations. 
Some of these trains are destined lo Milford, where they are interchanged to UP 
which provides the ultimate delivery for these movemenis 
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TABLE 1 ll-A-2 
Summary of First Vear IRR Non-Coal Traffic 

Description 
Automotive 
Agricultural 
Inlcrmodal/Olher 

Cars/Containers 
Clhousands) 

11.67 
12.25 

382.23 

Tons 
(millions) 

0.22 
1.29 

11.76 

Source: e-workpaper "Non-Coal Revenue Forecast 
Opening.xisx." 

c. Rerouted Trflffic 

The IRR docs not reroute any traffic. 

2. Volumes (Historical and Projected) 

As noted above, the IRR moves both coal and non-coal traffic. A 

detailed schedule showing all projected coal volumes for the IRR for each year or 

partial year ofthe DCF period is shown in e-workpapcr "IPA Coal 'fraffic 

Forecast Opening.xisx." Conversely, a detailed schedule showing all projccicd 

non-coal volumes for the IRR for each year or partial year oflhe DCF period is 

shown in e-workpaper "Non-Coal Revenue Forecasl Opening.xisx." 

a. IGS Coal Traffic 

IPA bases the IRiVs coal volumes moving lo IGS (including both 

issue and non-issue IPA coal movements) on IPA's internal forecast. See e-

workpapcr "IGS Coal Traffic Forecast xlsx.'' This forecasl, which IPA produced 

to UP in discovery, refiects the most recently available information regarding 

IPA's coal supply agreements and ils expectations rcgarding future coal sources 
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and volumes on an annual basis. In order to calculate the volumes for the final 

two months of 2012, IPA applied the following formula using the information in 

ils forecast: (2012 IPA Annual Internal Forecast Volumes / 12 monihs) x 2 

monihs = 2012 IPA Annual Internal Forecasl Volumes for November 2, 2012 

througli December 31, 2012. 

{ 

b. Non-IPA Coal Traffic 

IPA developed the IRR's non-lPA coal iraffic volumes using UP's 

iraffic records and Prophecy forecasts (each of which UP produced in discovery in 

this case) and using UP's various earnings rcleases. 

i. Nov. 2-Dcc. 31. 2012 Non-IPA Coal Volumes 

Afier selecting coal traffic for the Base Year from iraffic records that 

UP provided in discovery, IPA developed the IRR's non-IPA coal volumes for the 

first two montlis oflhe IRR's operations (i.e., November 2, 2012 through 

December 31,2012) using a combination of UP's 4Q 2011 earnings release and 

UP's 4Q2012 region-specific Prophecy forecast data. 

For Ulah- and Colorado-originated coal, IPA calculated the rate of 

change between UP's 4Q20II actual coal volumes as reported in UP's 4Q2011 
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earnings release^ (excluding the IPA coal volumes) and UP's 4Q2012 region-

specific Prophecy data (again excluding the IPA coal volumes) for the Craig, West 

Colorado, and West Ulah regions. Because UP's Prophecy data and ils earnings 

rcleases use similar regional measures, it was proper for IPA lo compare these two 

UP data sources. IPA ihen applied this calculated 2011-2012 rale of change lo the 

volumes of Ulah- and Colorado-originated coal that it had selected from UP's 

actual November-December 2011 iraffic records to yield volume estimates for 

November 2, 2012 through December 31, 2012. 

For PRB coal traffic, IPA used a similar approach. Specifically, IPA 

comparcd UP's actual 4Q2011 PRB coal volumes (as reported in UP's 4Q2011 

earnings release) lo UP's 4Q2012 Prophecy forecast data for ihe Powder River 

region to develop an annual rale of change. IPA then applied lliis 2011-2012 rale 

of change to all selected PRB-originated coal trafilc for lhc November and 

December 2011 lime period in order to develop PRB eoal volume estimates for 

November 2, 2012 through December 31, 2012. 

ii. 2013 Non-IPA Coal Volumes 

In order to develop its estimate of 2013 non-IPA coal volumes, IPA 

followed two principal steps. First, IPA developed an estimate of full-year 2012 

volumes for the eoal iraffic volumes it had selected from UP's Base Year trafilc 

* UP's 2011 Quarterly Analy.si presentations, as produced by UP's Investor 
Relalions department, reported the total tons of coal that UP transported for PRB 
and ColoradoAJiah origins in each quarter of 2011. 
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records (July 2011 througli June 2012), and second, IPA indexed those volumes 

forward to 2013. 

Full-Year 2012 Volume Levels: Because UP's actual iraffic records 

were available only through June of 2012, IPA utilized a eombinaiion of differeni 

sources in order lo develop a full-year's estimate of 2012 non-IPA coal volumes. 

For Ulah- and Colorado-originated coal, IPA calculated the rate of change 

between: (1) the sum of UP's 3Q and 4Q2011 actual coal volumes as reported in 

UP's 3Q and 4Q2011 earnings releases (excluding IPA coal volumes): and (ii) the 

.sum of UP's 3Q12 actual coal volumes as reported in UP's 3Q2012 earnings 

release' and UP's 4Q2012 Prophecy data (excluding IPA coal volumes). IPA 

applied this 2011-2012 rate of change to the selected coal traffic moving in the 

July ihrough December 2011 lime period in order to develop July ihrough 

December 2012 volumes for this iraffic. 

For PRB coal traffic, IPA developed a year-over-ycar rate of change 

by comparing: (i) UP's actual 3Q and 4Q20II PRB coal volumes (as reported in 

UP's 3Q and 4Q2011 camings releases); to (ii) the sum of UP's actual 3Q20I2 

PRB volumes (as reported in UP's 3Q20I2 earnings relea.se) and UP's 4Q20I2 

Prophecy forecast data for PRB volumes. IPA then applied this rate of change to 

' UP's 2012 Quarterly Analyst presentations as produced by UP's Investor 
Relations department reported the toial tons transported for PRB and 
Colorado/Utah coal in each oflhe first three quarters of 2012. 
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all selected PRB-originated coal iralTic for the July ihrough December 2011 lime 

period in order to develop July througli December 2012 coal volumes. 

IPA nexl added the actual IQ and 2Q2012 coal volumes traversing 

the IRR to the estimated 3Q and 4Q2012 IRR eoal volumes to yield full-year 2012 

coal volume levels for the selected coal traffic 

2013 Volume Levels: IPA nexl utilized ilic EIA's Annual Energy 

Outlook ("AEO") 2012 coal production forecast by coal supply and coal demand 

region in order lo develop annual rates of change from 2012 lo 2013. IPA applied 

the annual rales of change for 2013 lo the IRR's 2012 coal volumes based upon 

each movement's origin and destination region. For example, IPA adjusted coal 

volumes moving from the Jacobs Ranch Mine in the PRB to { 

} using the forecasted change in coal production 

for coal moving beiween the EIA's Wyoming PRB supply region and the EIA's 

Colorado, Ulah, and Nevada demand region. 

iii. 2014-2021 Non-IPA Coal Volumes 

For the years 2014 through 2021, IPA utilized Ihe EIA's AEO 2012 

coal production forecast by coal supply and eoal demand region in order lo 

develop annual rales of change, and then IPA applied those rales of change lo 

prior year traffic levels. For example, IPA applied the rate of change in coal 

** 'Hie EIA's Coal Marketing Module ("CMM") identifies thirteen coal 
supply regions, which include the Rocky Mountain Region (U T and CO), and the 
Wyoming PRB, and sixteen coal demand regions. 
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production forecasted by the EIA between 2013 and 2014 to the 2013 forecasted 

iraffic in order lo develop an estimate of 2014 iraffic levels. 

iv. Jan. 1-Nov, I. 2022 Non-IPA Coal Volumes 

For January 1, 2022 through November 1, 2022, IPA developed IRR 

coal Iraffic volumes (except IPA's coal traffic) by applying the EIA's forecasted 

rale of change in coal production between 2021 and 2022 lo llie forecasted 2021 

iraffic levels, and by multiplying that result by 83.33% lo refiects ten months' 

production (i.e., 10/12"*' ofa year). 

c. IRR Non-Coal Traffic 

The IRR's non-coal iraffic includes automotive, agricultural, 

intcrmodal, industrial products, and olher iraffic. 

In order lo determine volume levels for the IRR's non-coal iraffic 

(i.e., aulomoiivc, agricultural, iniermodal, and other non-coal Irafiic), IPA first 

drew infornialion regarding Base Year (July 2011 through June 2012) non-coal 

volumes moving over the IRR sysiem from the traffic records that UP produced in 

discovery in this case. See e-workpapcr "Non-Coal Revenue Forecasl 

Opening.xisx." IPA nexl utilized a combination of Prophecy data, UP earnings 

releases and various public data sources (e.g, filings before the Securities 

Exchange Commission ("SEC), EIA forecasts, and United Slates Department of 

Agriculture ("USDA") forecasts) lo develop non-coal volume data for the entire 

life oflhe IRR. 
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i. Automotive Traffic Vohinics 

To develop IRR auiomolive traffic levels for the lime period from 

November 2,2012 through December 31,2012.1 PA began with selected Base 

Year automotive traffic volumes for November and December of 2011 that it 

obtained from UP's irafilc records. IPA nexl calculated the rale of change 

between UP's forecasted system-wide automotive iraffic volumes from the 4Q12 

Prophecy data and actual system-wide 4Q2011 automotive traffic volumes as 

reported in UP's SEC Form lO-K report. IPA applied that rate of change to the 

selected traffic volumes for November and December of 2011. 

As with IPA's development of 2013 coal volumes, IPA followed two 

principal steps in order to develop ils estimate ofthe IRR's 2013 automotive (and 

other non-coal) volumes. First, IPA developed an estimate of full-year 2012 

volumes for the automotive iraffic il seleded from UP's Base Year Iraffic records 

(July 2011 through June 2012), and second, IPA indexed those volumes forward to 

2013. 

Full-Year 2012 Volume Levels: Because UP's actual trafilc records 

werc available only through June of 2012, IPA calculated the rate of change 

beiween the combined 3Q-4Q20II UP reported system-wide automobile traffic 

volumes and the eombinaiion of 3Q20I2 reported and 4Q20I2 UP Prophecy 

system-wide automotive traffic volumes. IPA applied ihis rate of change to lhc 

selected automotive Iraffic moving in the July ihrough December 2011 lime period 

in order lo develop July ihrough December 2012 volumes for this iraffic. 
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IPA next added the actual IQ and 2Q2012 autoniolive volumes 

traversing the IRR to the actual 3Q and estimaied 4Q20I2 IRR automotive 

volumes in order to develop full-year 2012 automotive volume levels for the 

selected iraffic. (IPA used the same methodology lo develop 2012 volume levels 

for the olher categories of non-coal selected tralTic.) 

Remaining Years' Volume Levels: To forecasl 2013 automotive 

trafilc levels, IPA applied the annual forecasted change in new automobile and 

light truck sales between 2012 and 2013 (as forecasted by the EIA in its ABO 

2012 forecasl) lo the 2012 IRR automotive traffic levels.^ 

For 2014 Ihrough 2021, IPA used the annual forecasted change in 

new automobile and light truck sales as forecasted by the EIA in its AEO 2012 

automobile and light truck sales forecast lo adjust annual automotive volumes. 

For January 2022 ihrough November I, 2022, IPA applied 10/12''" 

(or 83.33 perceni) ofthe annual laie of change in the EIA's AEO 2012 forecast of 

automobile and light truck sales between 2021 and 2022 to the 2021 forecasted 

volume levels. 

^ Analysis of hisloric UP auto traffic data shows an 87 pcrceni correlation 
between UP automotive traffic levels and new car and lighi truck sales. Tlierefore, 
the forecasted change in future new automobiles and light trucks provides a 
reliable forecasl of future auto traffic on the UP. See e-workpapcr "Historic 
Relationship Beiween UP Auto Traffic and New Car Sales (1997-2010) xlsx " 
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ii. Agricultural Traffic Volumes 

Beginning wiih the November and December 2011 agricultural 

traffic that il sclccied from UP's traffic records, IPA developed agriculture traffic 

volumes for the November 2 through December 31, 2012 time period by applying 

Ihe rate of change between forecasted system-wide agricultural trafilc volumes 

from the 4Q2012 UP Prophecy data and actual system-wide 4Q2011 agricultural 

traffic volumes reported in UP's SEC Form lO-K report 

IPA developed an estimate of 2012 full-year agricultural volumes by 

applying Ihe rale of change beiween combined 3Q-4Q2011 UP reported syslem-

wide agricultural traffic volumes and the combination of 3Q2012 reported and 

4Q2012 UP Prophecy system-wide agricultural iraffic volumes lo selected July 

Ihrough December 2011 agricultural trafilc. IPA then added this forecasied 

agricultural Iraffic for the second half of 2012 to the selected traffic moving over 

the IRR between Januar)' and June 2012 to arrive at 2012 irafilc volumes. 

'fo forecast 2013 agricultural traffic levels, IPA applied the annual 

forecasted change in agricultural production between 2012 and 2013 - as 

published in the USDA Agriculiural Projections lo 2021 (OCE-2012-l)'°-io ihe 

2012 IRR agricultural traffic level that IPA developed. 

The USDA forecasts estimate fulurc coniniodily volumes on a 
commodity specific basis, / e , bushels of corn, bushels of wheat, etc 'fo 
accommodale the dilTercnl relative measures, all products were converted lo short 
tons using USDA supplied conversion factors. This same approach was utilized in 
lhc recent AEPCO rate case. 
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IPA developed 2014 to 2021 agricultural volumes using the annual 

forecasied change in U.S. agricultural production as estimated in the Uniied Slates 

Department of Agriculture Agricultural Projections lo 2021 (OCE-20I2-I). 

Because the USDA projections only extend to 2021, IPA used the 

growth in agricultural production betAvcen 2020 and 2021 as a surrogate for the 

change in production between 2021 and 2022. In olher words, IPA held the 

growth rate constant for this iraffic the final year ofthe DCF period. To develop 

January through November I, 2022 traffic volumes, IPA applied 10/12"^ oflhc 

annual rale of change between 2020 and 2021 to the 2021 traffic. 

iii. Intcrmodal, Industrial, and Other 
Non-Coal Volumes 

IPA developed iraffic volumes for ils remaining categories of non-

coal Iraffic (i.e., Intcrmodal, Industrial, other) in a similar manner. In order to 

calculate November 2 through December 31, 2012 tral'fic volumes, IPA applied 

ihe change between forecasied system-wide iraffic volumes developed from Ihe 

4Q2012 UP Prophecy data and actual system-wide 4Q2011 traffic volumes the 

reported in UP's SEC Form lO-K report by commodity group" to the November 

and December 2011 selected iraffic volumes. 

IPA developed full-year 2012 estimates of these Iraffic categories by 

indexing the selected July ihrough December 2011 iraffic to the second half of 

" { 
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2012 by Ihe rate of change between combined 3Q-4Q2011 UP reported system-

wide traffic volumes and ihe combination of 3Q20I2 reported and 4Q20I2 UP 

Prophecy system-wide iraffic volumes by commodity group. IPA then added this 

forecasted traffic for the second half of 2012 lo the selected traffic moving over 

the IRR between January and June 2012 lo determine full-year 2012 trafilc 

volumes. 

To forecast 2013 traffic levels, IPA applied the annual forccasied 

change for 2013 in EIA's AEO 2012 Indusmal Output Forecast lo the 2012 IRR 

traffic by commodity group. The EIA forecast categorizes commodities by 

NAICS codes, which were then converted to 2-digit STCC. The EIA forecasts by 

2-digii S'fCC were then applied to the 2012 iraffic data by STCC code lo develop 

January lo December 2013 irafilc levels 

For the years 2014 to 2021, IPA utilized the annual change in the 

EIA's AEO 2012 Industrial Output Forecast to adjust each iraffic volume. 

For January 2022 ihrough November I, 2022, IPA applied 10/12"", 

or 83.33 percent, oflhc annual rates of change between 2021 and 2022 in lhc 

EIA's AEO 2012 Industrial Outpui Forecasl to the 2021 forecasied trafilc levels lo 

develop 10 monihs of 2022 traffic by 2-digil S'fCC. 

d. Peak Year Traffic 

'fhe peak iraffic year for the IRR will be the final full year analyzed 

under the DCF Model, which in this case is November 2, 2021 through November 

1, 2022 (sometimes subsequently referred to herein as "2022"). 'faking account of 
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all adjustments to the Base Year volumes for the various general categories of IRR 

iraffic, as described in this Subpart lll-A-2 and the e-workpapers referenced 

herein, the IRR's peak year irafilc is as follows: 

C(>miiio(iit\' 

Coal 

Auloniulivu 

Agricultural 

Inlcrmodal/Ollicr 

TABLE l l l -A-3 
Suniniiirv of IRR Pciik Vciir Traffic 

Carload.s/IJnits 

95,617 

13,666 

13,002 

460.977 

Net Tons 

I0,I8«,273 

253,309 

1,371,681 

14,093,716 

Source, c-workpnpers ''IPA Coal 'frnffic Forecasl Opening xlsx," and "Non-
Coal Revenue Forecasl Opening xlsx." 

3. Revenues (Historical and Projected) 

In Ex Parte No. 347 (Sub-No 3), General Procedures for Presenting 

Evidence in Stand-Alone Coal Rate Cases (STB served March 12, 2001), the 

Board directed that discussion of revenues, both historical and projected, be 

grouped under four headings: (a) single-line, (b) divisions - existing interchanges, 

(c) divisions - cross-over irafilc (meaning new interchanges wilh the residual 

defendants), and (d) olher. IPA has organized ils discussion accordingly. 
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a. Single-Line 

Single-line traffic refers to irafilc that a SARR handles entirely from 

origin lo destination. In its first full calendar year of operation (2013), the IRR 

would handle 2.2 million tons of eoal in single-line service, 'fhis 2013 irafilc 

includes non-is.sue coal moving from Sharp lo IGS. Single-line iraffic constitutes 

23% ofthe IRR's lolal 2013 coal iraffic and 10% oflhc IRR's total 2013 traffic 

volume including non-coal iraffic. 

Stand-alone revenues for IPA's non-issue coal traffic are calculated 

based on the base rales and fuel surcharges established by UP in Item 6200-A of 

Common Carrier Tariff 4222 and the volumes discussed above. See e-workpaper 

"Coal Revenue Forecast Opening.xisx." 

b. Divisions - Existing Interchanges 

Divisions - Existing Interchanges rcfer lo iraffic that UP presently 

interchanges with URC thai the IRR will inierehange at tlie same location, 'fhe 

IRR's 2013 trafilc includes approximately 2.6 million tons of coal irafilc that IRR 

interchanges wilh URC, including the issue trafilc moving via the IRR from Provo 

to IGS 'fraffic that the IRR receives m interchange from URC comprises 28% of 

the IRR's total 2013 coal irafilc. 

Consisieni with SAC theory and Board precedent, e.g , FMC, 4 

S.T.B. at 725, the IRR's revenue or division on Irafilc that it interchanges (as UP 

docs currently) wiih URC, equals the revenues earned by UP on such traffic. In 

the case ofthe issue traffic moving on the IRR from Provo to IGS, IPA derived 
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these revenues from the rales and terms set forth in Item 6200-A of UP Common 

Carrier 'fariff 4222 and the projected volumes for ihese movements, 'fhose 

revenues are summarized in c-workpaper "Coal Revenue Forecasl Opening.xisx." 

c. Divisions - Cross-Over Traffic 

Cross-over iraffic refers to iraffic that the IRR exchanges with the 

residual UP at one or more new, hypothetical intcrchangc(s) because the IRR 

handles a shorter portion ofthe movement than the real-world UP This category 

constiluies the largest category oflhe IRR's irafilc. The cross-over iraffic in the 

IRR's first full year of operations consists of 4.6 million tons of coal, 4.6 million 

intcrmodal tons, and 8.6 million tons ofother freight. These volumes constitute 

49% of Uie IRR's lolal tons of coal and 79% of all ofthe IRR's first-year net tons. 

As described in greater detail in Part 1, IPA has developed ils SARR 

in reliance on the Board's long-standing policy of allowing shippers to include 

cross-over iraffic in their sysiems. In that regard, while the Board recently 

proposed in Ex Parle No. 715 lo introduce certain limitations on the use of cross­

over iraffic in stand-alone cost cases, the Board emphasized that it was nol 

proposing to impose those limitations in pending cases. Rate Regulation Reforms, 

slip op. at 17 n. 11. 'fhe Board explained that making such changes would not be 

fair lo parlies in pending eases who had relied on the Board's historic practice. 

Because cross-over iraffic does nol entail a real-world interchange, 

an allocation or division of revenues between the SARR and the residual 

incumbent must be imputed or inferred As explained in Part 1, IPA applied the 
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Board's average total cost ("A'fC") procedures for calculating revenue divisions 

on cross-over traffic adopted in Major Issues as modified in WFA I, slip op. al 11-

\4 and AEP Texas North Co. v BNSFRy.,}^OK4\\9\ (Sub-No. 1). slip op. at 15-

16 (S'fB served Sept. 10, 2007) ("AEP Texas"), i e , "Modified ATC." While the 

Board proposed the use of "Allcmalivc A ' fC in Ex Parte No. 715, the Board 

explained that it intended this new methodology lo apply in "future'' eases. Rate 

Regulation Reforms, slip op. at 18. For the reasons set forth both in Part I and in 

the filings IPA has made in Ex Parte No. 715 (which IPA incorporates by 

reference), the Board should continue to rely upon Modified ATC as its divisions 

methodology for cross-over traffic. Nevertheless, IPA also has included 

calculations in this Opening Evidence based on Alternative A'fC in order to 

demonstrate that the issue does nol make a substantial difi'erence in the outcome of 

this case. 

'fhe A'fC method of allocating revenues involves comparing the 

variable and fixed costs (with the unallocable fixed cosls being allocated based on 

UP route miles and density) on the SARR's segment and those oflhe residual 

incumbent on the cross-over traffic, 'llic first slep in applying A'fC is lo 

determine the variable costs per nel ton for the IRR portion of each cross-over 

movemenl in the IRR traffic group. IPA did so utilizing the nine (9) URCS inputs 

identified in Major Issues for each movement, as agreed upon by the parties in the 
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Joint Submission of Operaiing Characteristics filed October 16, 2012.'" IPA 

utilized STB's 2011 URCS unit cosls for UP. The URCS Phase 111 cosl program 

was run using those inputs and unit costs to calculate the variable cost for the IRR 

portion of each unique movement.'^ 

'fhe nexl slep involves determining the fixed costs for each 

movement's IRR routing. IPA did so by utilizing densiiy and movemenl routing 

data produced by UP in discovery '** Specifically, IPA determined the density and 

disiancc between reported stations along each movement's IRR route. The next 

step is to calculate the fixed costs for the IRR portion of each cross-over 

movemenl. 'fo do so, IPA first dclermined 2011 UP fixed cosls per route mile by 

subtracting UP's total variable cosis from ils lolal sysiem costs as identified under 

2011 URCS, and then dividing UP's resulting total fixed cosls by ils total sysiem 

route miles.'^ UP's aggregate annual fixed cosls for the "on-SARR'' route were 

determined by multiplying the 2011 sysiem fixed cost per route mile by the 

distance beiween each station along the IRR's roulc of movemenl and dividing by 

the density between each station lo develop a fixed cosl per nel ton for each inler-

'̂  As is the norm when costing iniermodal movemenis, IPA sclccied the 
appropriate service plan when performing the Phase 111 URCS run. 

The results arc shown in c-workpaper 
"IPA_A'fC_URCS_Variable_Cost_lRRJ>affic_201 l_V2.xlsx." 

''* UP Sysiem densiiy data from 2011 is the most recent data available for 
IPA's use in this case. 

'̂  Total roulc miles arc taken from UP's 2011 Annual Report Form R-1, 
Schedule 700, Line 57, Column (c). 
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station segment, 'foial fixed costs per ton then equal the sum ofthe inlcr-station 

fixed cosis per ton along the IRR route of movement."^ 

Similar calculations are then made to determine the variable and 

fixed cosls over the residual UP for the IRR's cross-over iraffic. Utilizing the off-

SARR routings identified in data produced by UP in discovery. IPA calculated the 

variable and average fixed costs for the UP portion of each cross-over movemenl 

in the same manner as those associated wilh the IRR portion, 'fhe segment 

densities were determined using UP's 2011 system densities. The densities were 

then multiplied by the off-IRR roulc miles for that segment, and the sum of these 

producis was divided by each movement's lolal olT-lRR route miles to yield a 

weighted average density for each movement's route, 'fhe IRR's share of each 

cross-over movement's lolal revenue under A'fC is then determined as follows: 

(i) Determine if contribution was positive or negalive, i.e., wheiher the 
total movemenl revenues exceeded the sum oflhe variable costs for 
the on-IRR and off-IRR portions oflhe movemenl; 

(ii) For movements with negative contribution (variable cosis exceeding 
revenues), ATC allocates the revenues between the IRR and the 
residual incumbent based on their ratio of variable cosls; 

(iii) For movements with positive contribution (revenues exceeding 
variable costs): 

a. Calculate the movement's lolal contribution by subtracting 
the lolal variable costs from the total movement revenues. 

'* The results arc shown in e-workpapcr "Expanded_Waybill_Daia_A'fC_ 
PercenlagesJPAOpen.xlsx." 
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b. First allocate revenues lo the IRR and the residual incumbent 
lo cover each railroad's variable costs. 

c. Allocate the contribution by. 

(1) calculating the lolal on-lRR and off-IRR cost per nel 
ton for each movemenl by adding the respective 
variable and fixed cosl per ton, 

(2) calculating the ratio of on-IRR total cosls to total 
movemenl cosls by dividing on-IRR lolal cosls by on-
IRR plus ofi'-lRR total cosis; and 

(3) applying the ratio in item (2) lo the total contribution 
for the evaluaicd movement to arrive al the IRR share 
ofthe total contribution for each cross-over movement; 
and 

d. Develop the A'fC division percentage by adding the IRR 
variable cost to the IRR share of contribution and dividing 
that sum by the total movement revenue. 

Once calculated for the Base Year, the IRR revenue division for 

each cross-over movemenl is held constant during each year ofthe DCF model 

life, regardless of when during the model life the movement over the IRR starts or 

lerminalcs. See AEP Texas (S'fB served Nov. 8, 2006), slip op. al 3. A complete 

summary of IPA's cross-over revenues allocated using the ATC methodology is 

shown in e-workpapers "Coal Revenue Forecast Opening.xlsx," and 

"Expanded_Waybill_Dala_ATC_ Perccniages_lPAOpen.xlsx.'' 

For much ofits trafilc, UP imposes a car-mile based fuel surcharge 

on each carload based on the price of On-1-lighway Diesel Fuel ("IIDF'') as 

calculated by EIA. Fuel surcharges on iniermodal and some coniract carload 

irafllc are in the form ofa percentage-based addilion to the freiglit rale that varies 
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with the l-IDF level, 'fhe IRR's cross-over revenues will rcfiect the same fuel 

surcharge program and formulas thai UP uses, and the IRR will thus collect an 

appropriate (per mile or percentage-based) fuel surcharge rate on each carload 

based on the traffic lype and the IRR movement miles used in the ATC revenue 

division calculation. It is thus assumed that UP will continue to collect surchaiges 

based on its current formulas on its portion oflhe movement. 

Based on contracts provided by UP in discovery and on information 

posted on UP's website, IPA determined Ihat { 

\ 

d. Projected Revenues 

'Hie procedures used lo project IRR revenues from coal, intcrmodal, 

and other carload iraffic over the November 2, 2012 ihrough November 1, 2022 

period are tailored to each particular irafilc category, and rely on the most specific 

and accurate data made available by UP during discover)'. See c-workpapers 

"Coal Revenue Forecasl Opening.xisx" and "Non-Coal Revenue Forecasl 

Opening xlsx " 

I. Revenues from IGS's Issue Traffic 

and its Sharp Non-Lssuc Coal Traffic 

'fhe base revenue forecasts I'or: (i) the issue traffic (/ e , IGS coal 

iraffic thai the IRR receives in interchange from URC at Provo); and (ii) non-issuc 

IralTic moving to IGS from Sharp (i.e., traffic moving in single line-service) both 
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arc based on the lerms of Item 6200-A of UP's Common Carrier Tariff 4222. 

Specifically, IPA mainlained these rales at their current levels for the full DCF 

period, in accordance with ihe lerms oflhe lariff item. IPA then applied these 

rales lo the forecasted iraffic moving lo IGS in order to develop IPA iraffic 

revenues. 

In addilion. because IPA's traffic is subjecl to the Item 695-series of 

UP's 'fariff 6007-series, IPA calculated fuel surcharges for the IRR's IGS coal 

iraffic. Fuel surcharges were calculated based on EIA's I-IDF forecasts as 

included in ils November 2012 Short-Term Energy Outlook ("STEO'')" and its 

2012 (June release) AEO."' 'Uiis approach is the same approach that the Board 

accepted in the AEPCO 2011 case. See AEPCO 2011 al 27-28 ("There are many 

difi'ereni acceptable methods for combining projections and forecasts, and we find 

ihal AEPCO has utilized one of these meihods, thus producing reasonably accurate 

estimate in this case "); cf. id. at 28 ('This is in dircci contrast to the results 

obtained by the methodology used by defendants, which produces an inexplicable 

reduciion in fuel prices al the start of 2012, wiihoui an explanation ") 

In particular, because EIA's S'fEO and AEO foi coasts refiect 

differeni values for the projected l-IDF prices in the short-term, IPA developed a 

" The S'fEO forecasts prices two years into the future and is updated on a 
monthly basis. 

"* EIA's AEO forecasts are published on an annual basis and project HDF 
prices for twenty-five or more yeai's. 'fhc inosi recent AEO forecast includes fuel 
prices for the years 2013 through 2035. 
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combination or hybrid HDF forecast based on these two EIA forecasts. In 

particular, IPA rclicd upon the more recently updated S'fEO forecast for the initial 

iwo-year period, and then applied the forecasted changes in the AEO forecast to 

the final STEO figure for lhc remaining lime periods oflhe DCF model. Notably, 

the forecasted change in HDF prices correlates closely with the forecasted railroad 

fuel costs produced by Global Insight, which IPA is utilizing lo forecast operating 

cosls Stated differently, the use ofthis hybrid fuel price forecasting methodology 

ensures that the IRR's fuel surcharge revenues and its fuel costs are changing at a 

similar pace. Support for and development of IPA's hybrid index appears in IPA 

electronic workpapers "Hybrid HDF Forecast from S'fEO and AEO.xIs.'" 

ii. Revenues from Cross-Over Traffic Moving to IGS 

As noted above, a portion of IGS's coal moves over llie IRR in 

cioss-over iraffic service, 'fhis coal iraffic actually moves in single-line UP 

service lo the plant from the Skyline coal loadoul. UP is the only carrier capable 

of originating ihis service, 'fhe IRR will handle the destination portion of these 

cross-over movemenis afier receiving the tralTic from UP at an assumed 

interchange in Provo. 

IPA has calculated the IRR's revenues for this cross-over traffic 

using: (i) UP's common carrier rale for service from the Skyline Mine from Item 

6200-A of UP's Common Carrier TarilT4222; (ii) UP's fuel surcharge 

mechanism; and (iii) the Board's Modified A'fC procedures. 
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Consistent with ils treatmeni of future revenues subject to the other 

portions of UP's common carrier pricing authority, IPA has held the base rate 

constant for this service througliout the life ofthe IRR. IPA has escalated the UP 

fuel surcharge using the same hybrid methodology described above. 

iii. Revenues from Third-Party Coal Traffic 

'fhc revenue forecasts for IRR coal traffic olher than eoal moving lo 

IGS arc ba.scd on the selected full-year July 2011 through June 2012 traffic and 

revenue data. For each movement, classified by origin, destination and governing 

pricing aullioriiy (i.e., contract or common carriage), IPA calculated UP's net base 

yeur revenue per ton (before adding any fuel surcharge) from data UP provided in 

discovery.'^ "Nel revenue'' refers lo UP's line-haul revenues and olher 

iransportation revenues less absorbed switching charges, coniract refunds, olher 

revenue claims and junction seitlemcnls. 

For movements moving under a pricing authority that expired prior 

to November 2, 2012, IPA adjusted the lasl Ba.se Year rales for the trafilc to 

November 2, 2012 price levels by using the forecasted change in EIA's Coal 

'fransportalion Rate Escalator.̂ ** In this regard, UP's Prophecy data { 

{ 

Fuel surcharge revenues are calculated separately, as descnbed infra. 
20 
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} therefore making it necessary for IPA to rely on the EIA Coal 

Transportation Rale Escalator.^' 

For traffic moving under a pricing authority that is to expire on or 

aficr November 2.2012, IPA adjusted rales to November 2, 2012 price levels 

pursuant to the terms oflhc pricing authority. IPA developed rates for time 

periods aller the expiration ofthe pricing authority by making adjustments on an 

annual basis by the forecasted change in the EIA's Coal 'fransportalion Rate 

Escalator. 

For traffic subject lo rate adjustmeni mechanisms that used the All 

Inclusive Index - Less Fuel (error adjusted) ("All-LF") or the Rail Cosl 

Adju.stment Factor- Unadjusted for Productivity ("RCAF-U"), IPA adjusted lhc 

subjecl rates based on: (i) actual All-LF and RCAF-U values that were available; 

and (ii) the AII-LF and RCAF-U forecast included in lhc September 2012 IHS-

Global Insight Rail Cosl Adjustment Factor Forecast. 

} 
"' EIA uses ils 'fransportalion Rale Escalators to forecasl future coal 

transportation prices. 
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}. For movements moving 

under a valid pricing authority, IPA applied the fuel surcharge pursuanl to the fuel 

surcharge clause ofthe pricing authorily Ihrough the end oflhc DCF period in 

2022. For example ifthc contract uses UP's Southern Powder River Basin 

("SPRB") Mileage Surcharge, IPA assumed Ihal the SPRB Mileage Fuel 

Surcharge will continue after coniract expiration, rather than converting lo some 

olher UP fuel surcharge mechanism. 

For movements as lo which a specific fuel surcharge is not clearly 

identified in the goveming UP pricing authority, IPA applied UP's Mileage Based 

Surcharge as outlined in ltciii-695 in UP-6600 (i.e.. UP's standard iioii-PRB coal 

fuel surcharge mechanism). IPA relied upon its HDF forecasl based on EIA's 

HDF forecasts as included in ils November 2012 STEO and its 2012 (June release) 

AEO. 

jv. Revenues from Intcrmodal Traffic 

IPA developed base revenue levels for intcrmodal traffic using the 

pricing authorities that UP provided in discover)' and the All-LF. For movemenis 

governed by active pricing aulhorilies that UP provided in discovery, IPA used the 

coniraci adjustment mechanism lo escalate the lasl reported 2012 rales to 

November-December 2012 price levels. For movements as to which the subject 
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coniraci expired prior to November 2, 2012, IPA adjusted the rales by the All-LF 

to November-Deceinbcr2012 price levels. 

For the 2013 lo 2022 lime period, movemenis governed by pricing 

authorities that werc provided by UP in discovery and had not expired werc 

adjusted pursuanl lo the terms oflhe pricing authority. For lime periods following 

the expiration ofthe pricing authority, IPA adjusted the rales by the AII-LF on a 

year-over-year basis. 

Conversely, for movements governed by pricing aulhorilies that UP 

did not provide in di.scovery, IPA adjusted rates for the 2013 to 2022 lime period 

by applying the All-LF on a year-over-ycar basis. 

Fuel Surcharges: For movements governed by active pricing 

authorities that UP provided in discovery, IPA applied the fuel surcharge 

mechanism specified in the pricing authority (and all adjustments thereto) lo ihe 

movement during the term oflhe existing conlnicts. Afler the contract expiration 

date, IPA applied fuel surcharges based on the lerms specified in Items 780-790 of 

UP's Master Iniermodal 'fransportalion Agreement ("Ml'fA") and EIA's HDF 

forecasts. 

For movements governed by pricing authorities that UP provided in 

discovery but that expired prior to lhc SAC analysis period, IPA applied fuel 

surcharges based on UP's Ml'fA lerms and EIA's HDF forecasts. 
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For movements governed by pricing authorities that UP did nol 

provide in discovery, IPA applied fuel surcharges based on UP's Ml'fA terms and 

EIA's HDF forecasts. 

v. Revenues from Automotive, Agricultural, 
and Other Non-Coal Traffic 

For automotive, agricultural, and other non-coal movements 

governed by active contracts, tariffs, or rale sheets (collectively "pricing 

aulhorilies'') thai UP provided in discovery, IPA used the applicable contract 

adjustment mechanism to escalate rales on a year-over-year basis during the term 

oflhe existing contracts. After the contract expiration date, IPA adjusted the 

movements' rates by the AII-LF on a year-ovcr-year basis Similarly, for 

movemenis governed by pricing authorities that expired prior to the SAC analysis 

period (and movements governed by pricing authorities that UP did not produce in 

discovery), IPA adjusted rales by the All-LF on a year-over-ycar basis. 

For automotive, agricultural, and other movements lo which fuel 

surcharges were applied in the Base Year, IPA determined wheiher the surcharges 

were rate-based or mileage-based using the provided waybill and fuel surcharge 

data and the provided contracts. IPA calculated fuel surcharge revenues for 

movemenis governed by active pricing authorities using the terms ofthe 

applicable fuel surcharge mechanism and all adjustments thereto specified in the 

pricing authority. For the time periods afler the expiration oftliose pricing 

aulhorilies, IPA applied fuel surcharges to this traffic based on UP's "Standard 
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Carload - HDF Indexed" rate-based (for movements with lale-based surcharges 

applied in the Base Year) or mileage-based (for movements with mileage-based 

surcharges applied in the Base Year) fuel surcharge programs and EIA's HDF 

forecasts as included in ils November 2012 S'fEO and its 2012 (final release) 

AEO. IPA applied rate-based fuel surcharges to the IRR portion ofthe 

movement's base rales, and IPA applied mileage-based fuel surcharges lo the IRR 

portion ofthe movemenl miles. 

IPA also utilized UP's "Standard Carload - HDF Indexed" rate-

based nnd mileage-based fiiel surcharge programs and EIA's HDF forecasts to 

calculate fuel surcharge revenues for movemenis governed by pricing authorities 

thai UP provided in discovery but that had expired prior to the SAC analysis 

period (or pricing authorities that UP did nol produce in discovery). 
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III. B. STAND-ALONE RAILROAD SYSTEM 

In this Part IPA describes the IRR system's configuration and 

facilities including ils route, track and yard facilities, and traffic control sysiem. 

'fhe evidence in this part is sponsored by IPA's operating and engineering experts, 

Paul Reistrup and Harvey Stone. 

1. Route and Mileage 

The IRR's route lies entirely wiihin the slale of Ulah, and extends 

from Provo on the easl lo Milford on the west. E.xhibit III-A-1 is a schematic map 

oflhe IRR's roulc. 

a. Main Line 

'fhe IRR's main line starts al a point of connection with the residual 

UP's Provo Subdivision (which is also used by the URC) al Provo, and proceeds 

in a southwesterly direction to Lynndyl, replicating UP's "Coal Wye" tracks al 

Provo and a portion of UP's Sharp Subdivision, 'fhe main line then continues 

southwest to an interchange with UP at Milford, replicating a portion of UP's 

Lynndyl Subdivision, 'fhe IPP Industrial Lead (the spur lo IGS) connects wilh the 

Lynndyl Subdivision main line 1.55 miles southwest of Lynndyl. 

b. Branch Lines 

'fhe IRR has no branch lines. However, it owns 0.19 miles oflhe 

IPP Industrial Lead which extends 9 5 miles from Lynndyl to the IGS. 



c. Interchange Points 

The IRR interchanges coal and olher iralTic with UP at Provo, 

Lynndyl and Milford As described in Part lll-C-2 below, the Provo interchanges 

with UP occur ai three locations: the Coal Wye tracks in the case of westbound 

loaded coal irains coming from mines and loadouts reached via UP's Provo 

Subdivision; IPA's Springville railcar mainienance facility in the ease of 

easibound empty coal irains destined to the same mincs/loadouts; and UP's Provo 

Yard located on the Sharp Subdivision just north ofthe connection between the 

IRR and UP at Sharp Sub Mileposl 750.22. 

'fhe IRR also interchanges coal iraffic wiih the URC al Provo, wiih 

the interchanges occurring at two locations. Westbound loaded irains are 

interchanged on the Coal Wye Iracks. Easibound empty coul irains are 

interchanged al IPA's Springville car repair facility, 'fhe IRR/URC interchange 

procedures are further described in Purl lll-C-2. 

'fhe iraffic inlerchanged with UP and/or URC al each location is 

shown in the electronic workpapers for Part 111-A. 'fhc IRR track configuration al 

each inierehange point is shown in Exhibits III-B-1 and III-B-2. 

All iraffic is inlerchanged by the IRR with other carriers in inlacl 

Irainloads. 'fhe coal traffic moves in unit irains with run-through locomolive 

power (except that, consistent with the real-world interchange arrangemeni 

beiween UP and URC, the IRR and URC continue lo use their own locomolives 

I'or their respective portions of IRR-URC interline eoal movemenis). The non-coal 
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irafilc is primarily overhead traffic that the IRR receives from and delivers lo UP 

in complete trains, including run-through locomolives. Some of these Irains carry 

interline forwarded or inierline received traffic that the IRR originates or 

lerminalcs al locally-served industries. 

d. Route Mileage 

'fhe route mileages for the IRR's principal line segments are shown in 

'fable Ill-B-I below. Details are provided in e-workpaper "IRR Route Miles.xls." 'fhe 

UP operating timetables and track charts for all oflhe lines being replicated are conlained 

in e-workpaper folder "lll-B-IVfrack Charts." 

TABLE III-B-1 
IRR LINE SEGMEN r s AND ROUTE MILEAGE 

Segment 
Main Lines 

Provo 10 Lynndyl 
Lynndyl to Milford 

TutuI Main Line miles 

Olher 
IRR-owncd portion of IPP 
Industrial Lead 

TutuI route miles 

UP Subdivision 

Sharp 
Lynndyl 

Connects with 
Lynndyl Sub 

Miles 

85.77" 
89 00 
174.77 

0 19 

174.96 

" Includes 1.25 route miles for ihe Coal Wye tracks connecting 
UP's Provo and Sharp Subdivisions at Piovo. 

All oflhc IRR's 174.96 route miles represent new construction by 

the IRR. 'fhe IRR does nol operate over any joint facilities owned by other 

carriers, UP and URC operate over approximately two miles of IRR trackage 
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between the connection wilh UP/URC iracks al Provo and IPA's Springvillc car 

repair facility located on lhc Sharp Subdivision in conjunction wilh the 

interchange of certain empty eoal trains. 

2. Track Miles and Weight of Track 

'fhe IRR's track and yard configurations relleei the IRR's peak-year 

iraffic volumes and fiows, the trains that will move over the IRR system in the 

peak week oflhe peak iratTic year, the IRR operaiing plan developed by Mr 

Reisirup, and a simulation oflhe IRR's peak-period operations executed by IPA 

Wiinesses 'fimothy Crowley and William Humphrey using the Rail 'fraffic 

Controller ("R'fC") model. 

E.xhibit III-B-1 contains detailed schematic track diagrams for the 

IRR system. Schematics oflhe IRR's yards and N. Springvillc locomotive 

mainlcnance facility are conlained in E.xhibil lll-B-2. The IRR's track miles are 

shown in 'fable lll-B-2 below. Details (including a breakdown oflhe track miles 

by lypc of track) are provided in e-workpaper "Routes & 'frack Miles 

Sunimaries.xls." 
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TABLE lll-B-2 
IRR TRACK MILES 

Main line irack - Single first main track" 
- Other main track 

'fatal main line track 
Scloui tracks 
Yard tracks'*' 

Total track miles 

Miles 
174.96 
24.02 
198 98 
1.60 
12 50 

213.08 

" Single first main track miles equal loial constructed roulc miles. 
^ Equals loial miles for constructed second main tracks/passing 
sidings, including one oflhe iwo Coal Wye tracks at Provo 
^̂  Includes all iracks in ihc IRR's yards and N Springvillc 
locomolive mainienancc facility. 

a. Main Lines 

'fhc IRR's track configuration is shown in Exhibit III-B-1. 'fhc 

IRR's main lines arc comprised primarily of single irack, with some sections of 

second main track (signaled passing sidings in Centralized 'fraffic Control "CTC 

territory) or passing sidings at appropriate inien'als. 'fhc IRR has a total of 20.30 

track miles of second main track/passing sidings, 'fhe northeasterly 2.06 miles of 

the Sharp Subdivision, including the Coal Wye iracks al Provo, have been changed 

slightly from their real-world configuration lo facilitate the inierehange of trains 

wilh UP and URC. 'fhe IRR's trackage in this area is shown on page 1 of Exhibii 

III-B-1.' The reasons for the changes are explained in Pari lll-C-2-a below. 

' 'fhe "real-world'' layout of UP's irackage in lhc same area is shown in 
Exhibii III-B-3, and on pp. 18-19 (UP-1PA2-000000I5I-I52) of UP's Sharp 
Subdivision irack charts in e-workpapcr folder "III-B-IVfrack Charts." 
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All eonsirucied mainline track (including passing sidings) consists of 

new 136-pound coniinuous welded rail ("CWR"). The IRR-owncd portion ofthe 

IPP Industrial Lead (the spur that ser\'es IGS), as well as yard and other tracks, 

consist of relay 115-pound CWR. 

All ofthe IRR's track and structures urc designed lo accommodate a 

gross weight on rail (*'GWR") of 286,000 pounds per car. 'fhe track and struciures 

between Lynndyl and Milford arc designed to accommodale maximum train 

speeds of 70 mph for iniermodal irains, conditions and operating rules permitting, 

and 60 mph for all olher irains (condilions permitting). All Irains are limited to a 

maximum speed of 49 mph between Provo and Lynndyl, and 40 mph on lhc IPP 

Industrial Lead. 

b/c. Branch Lines and Sidings 

'fhe IRR has no branch lines, but owns 0.19 miles oflhe IPP 

Industrial Lead, 'fhe conneciion lo this spur from the Lynndyl Subdivision main 

line is shown on page 3 of Exhibit lll-B-1, 'fhe IRR's passing sidings are 

considered part ofits main iracks. 

d. Other Tracks 

Other iracks include yard tracks (including interchange and 

mainienance-of-way ("MOW") equipmeni storage iracks) and sei-oul iracks for 

bad order cars. Yard tracks are discussed in the next section. E-workpaper "Route 

& 'frack Miles Suinmaries.xls'' details the track miles by type and quantity. 
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The IRR's sctout Iracks are used primarily in conjunction wiih its 

Failed/Dragging Equipmeni Detectors ("FEDs"). IPA Witness Reisirup has 

placed two seioul iracks al each FED locaiion on the Lynndyl Subdivision 

between Milford and Lynndyl, where iraffic densiiy is heaviest and includes time-

sensitive intcrmodal trains, 'fhis avoids a situation wherc a train has lo back up lo 

reach a seioul track ifa FED finds a defect, which could tie up the busy main line. 

On the Sharp Subdivision beiween Provo and Lynndyl, where iraffic volume is 

considerably lighter (a maximum of 15 trains per day, total in both directions, 

during lhc peak week, or an average of one train every 1.6 hours), Mr Reistrup 

concluded thai only one sctout track is needed at each FED locaiion. Ifa train 

occasionally has to reverse direction lo reach a sctout track in this territory, the 

impact on iransil lime would be minor and there is a very small probability that 

other trains would be delayed as a result 

'fhe IRR system has a total of seven FEDs, four on the Lynndyl 

Subdivision and three on the Sharp Subdivision. One FED on the Lynndyl 

Subdivision (at Milepost 580.00) is located less than a mile from the IRR's 

Milford yard, which has a seioul track, so there is no need lo add a second 

mainline seioul track for this FED. 'fhe other three FEDs on the Lynndyl 

Subdivision each have two mainline sctout iracks, one on each side oflhc FED. 

'fhus, ofthe seven lolal FEDs on Ihc revised IRR sysiem, four have one associated 

mainline sctout track and three have two associated mainline seioul iracks, for a 

total often such Iracks. All of these seioul iracks are double-ended iracks, 860 
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feet in lengih between switches, 'fhis provides 600 feet in ihe clear to 

accomniodate both lhc occasional bad-order car and the temporary storage of 

MOW equipment (One double-ended sctout track also is located in each ofthe 

IRR's interchange yards al Lynndyl and Milford.) 

'fhe IRR also has a 1,000-fool (in the clear) MOW equipment 

storage track, which is centrally located al the IRR's Lynndyl Yard, 'fhis track is 

included in the yard track quantity for the Lynndyl Yard. 

'fhc locations ofthe IRR's sctout and MOW equipmeni storage 

iracks are shown in Exhibii lll-B-1. Details on these tracks arc provided in 

supplemental e-workpaper "Roulc & 'frack Miles Suinmaries.xls." 'fhese Iracks 

consist of usable 115-pouiid CWR. 'fhe IRR has a total of 1.81 track miles for 

these Iracks. 

3. Yards 

a. Locations and Purpose 

As described in Pan lll-C below, the IRR does not need lo conduct 

1,000-mile or 1,500-milc inspections of any ofits irains. 'fhus, il has no need for 

an inspection yard, ll does have two small interchange yards, located al Lynndyl 

and Milford. 

'fherc is no need for an interchange yard at Provo. Wilh respeci lo 

Irains interchanged with UP al Provo, trams moving between poinis served by the 

IRR and eoal mincs/loadouts cast of Provo reached via UP's Provo and Green 

River Subdivisions are interchanged on lhc Coal Wye Iracks, which have been 
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configured lo accommodate the inierehange of Irains wilh UP as well as the 

inierehange of loaded coal trains originated by the URC. 'f rains that UP originates 

or terminates at Provo or Salt Lake City (and beyond), and that the IRR moves to 

and from points reached via the Sharp Subdivision, are iiiterchaiiged at Miicposi 

750 22 on the Sharp Subdivision.^ 

'fhe locations oflhe Lynndyl and Milford interchange yards are 

shown in Exhibii III-B-1. Schematic diagrams of these yards are shown in Exhibii 

lll-B-2 Lynndyl Yard and Milford Yard each has two relay/interchange tracks 

and an 860-foot, double-ended seioul track. Lynndyl Yard, which is centrally 

located on the IRR system, also hus a MOW equipment storage irack 0.21 miles in 

length between turnouts. 

b. Miles and Weight of Yard Track 

'fhc trucks al the IRR's N. Springville locomotive mainienance 

facility are also considered part of its yard iracks.^ 'fhc IRR's yaids (including the 

1.21-mile MOW equipment .storage track at Lynndyl Yard and the locomolive 

shop trackage) coniain a total of 12.50 miles of track. Details are shown in e-

^ 'fhis is consistent with the approach used by UP in its reply evidence m 
Docket No. 42127. See e-workpaper "UP 42127 Part III.C pdP' at lll.C-39. 'fhe 
irains would be physically exchanged in the UP Yard at Provo which is located on 
UP's Sharp Subdivision just north of Miicposi 750.22. 

^ The locaiion oflhe locomotive mainienance facility is shown on page 1 of 
Exhibii lll-B-1, and its layout (including fueling and olher iracks) is shown on 
page I of Exhibii lll-B-2. 
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workpaper "Roulc &'frack Miles Sunimaries.xls." As shown in Exhibii lll-B-1, 

all yard Iracks have 115-pound relay CWR. 

4. Other 

a. Joint Facilities 

'fhe IRR route includes one joint facility that is owned by the IRR 

and used by UP and URC. This is the two-mile line segment between IPA's 

Springville car shop and the conneciion with the UP/URC tracks al the easterly 

terminus ofthe IRR al Provo. UP and URC use this segment lo pick up empty 

IGS and other coal trains ihal move lo Ulah mines and coal loadouts located easl 

of Provo. 

b. Signal/Communications System 

'fhc IRR's Lynndyl Subdivision main line between Lynndyl and 

Milford is equipped wiih a C'fC traffic control system, with powered switches ihal 

aie controlled by centralized dispatchers located ai the railroad's headquarters al 

Lynndyl. fhe main line between Provo and Lynndyl is non-C'fC or "dark"' 

lerrilor)'. All mainline lurnouis in CTC territory have power switches controlled 

by the dispatcher. In non-CTC territory train operations are controlled by track 

warrants issued by the dispatcher using radio communication. Mainline turnouts 

in non-C'fC territory have power switches controlled by the locomolive engineers 

using remote-control equipmeni in the cabs oflhe road locomolives, which 

eliminates the need lo hand-throw these switches. Interior yard switches and sel-

oui/MOW equipment storage track switches arc hand-thrown. 
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Conimumculions arc conducted using a combined fiber optics and 

microwave system, wiih fiber optics used wherc Ihcy are currently in place on the 

UP lines being replicated and microwave used on the IRR's olher lines, 'fhe 

microwave sysiem, where used, includes lowers at the same locations where UP 

currently has such faciliiics. All locomotives, train and yard crewmen, dispatchers 

and field supervisory personnel, as well as hi-rail vehicles, are equipped wilh 

radios connected lo the fiber oplics/microwave sysiem Certain employees are 

also equipped with mobile (cellular) telephones for emergency railroad use, as a 

back-up lo the radios. 

c. Turnouts. FEDs and AEl Scanners 

All turnouts between the IlUl's main tracks and passing sidings, and 

for the connections to the residual UP al Provo, the IPP liiduslrial Spur and the 

yard leads, arc No. 15 turnouts which permit iruins lo operate ihrough the turnout 

al a speed of up to 30 mph, conditions permitting. No. 10 lumouts are used within 

yards, for industry, sctout and MOW equipment storage iracks, and for the interior 

switches on the Coal Wye tracks 

'fhe IRR has seven FEDs, which include hot-bearing, dragging-

cquipmeni. cracked-wheel and wide/shified load detection systems, 'fhc FED 

locations are shown in Exhibii III-B-1 As noted earlier, each FED is 

accompanied by cilher one or two setout tracks, depending on the locaiion and 

iraffic volume. Each seioul track is an 860-fooi (0.16-niilc) double-ended track lo 

faciliiaie the seioul of bad-order cars from Irains operaiing in cilher direction. 
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'fhese tracks arc used primarily for temporary storage of bad-order ears detected 

by the FEDs, as well as for temporary storage of work equipmeni. 

Automatic Equipmeni Identification ("AEl") scanners arc located al 

or near each ofthe locations where the IRR interchanges irains wilh oihcr 

railroads (Provo, Lynndyl and Milford) A lolal of three AEl scanners are thus 

provided, as shown in Exhibii lll-B-l. The AEl scanners capture all train 

movements that occur on the IRR, including both local and interline movements 
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111. C. STAND-ALONE RAILROAD OPERATING PLAN 

'fhc IRR's operating plan has been developed by IPA Wiiness Paul 

Reisirup wiih assistance from a simulation oflhe IRR's peak-period operations by 

IPA Witnesses Timolhy Crowley and William Humphrey using the R'fC Model, 

'fhc operating plan refiecis a sysiem extending beiween Provo, U'f on the 

northeast and Milford, U'f on the southwest, consisting of 174.96 route miles and 

213.08 track miles, 'fhe IRR system serves one coal origin (the Sharp loadoul), 

one coal destination (IGS), and several origins/destinations for non-coal interline 

forward and interline received traffic (including in particular the Moroni Feed 

Company grain loop al Sharp), 'fhe IRĴ  has no branch lines, und connects with 

the pnvaiely-owncd IPP Industrial Lead 1.55 miles west of Lynndyl. 'fhe IPP 

Industrial Lead extends 9 5 miles lo IGS. 'fhe IRR interchanges iraffic with the 

residual UP al Provo, Lynndyl and Milford and wilh the Ulah Railway ("URC") al 

Provo. 

'fhe IRR's peak irafilc year is November 2, 2021 ihrough November 

I. 2022 (hcrcinalier "2022"'). which is the final year in the 10-year DCF period 

'fhe IRR's iraffic group consists of coal, intcrmodal and general freight traffic ihal 

moves primarily in unii train or irainload service (some general freight carloads 

originate or terminate al points served by the IRR). 

The IRR will transport the following total traffic volumes in 2022: 



— • • • • 

TABLE lll-C-1 
IRR 2022 TRAFFIC VOLUME" 

Coal 
Local 
Interline Forwarded 
Interline Received 
Overhead 
Subtotal' 

Iniermodal - Overhead 

General Freight 
Inierline Forwarded 
Inierline Received' 
Overhead 

Total^ 

Cars/Containers 

19,287 
3,966 

25,001 
47,363 
95,617 

368,543 

1,036 
1,039 

117,028 

583,262 

Millions of Tons 

2 20 
0.04 
2.60 
4 94 
10 19 

5.52 

0.11 
0.11 
9.98 

25.91 

" Includes both revenue and non-rcvcnuc (empty) cars/intcrmodal 
unils 

'̂ Includes grain traffic terminating on the Sharp grain loop. 

'̂ ' 'fotal may difier slightly from the sum oflhc individual items due to 
rounding. 

1. General Parameters 

'fhe IRR's operating plan refiects the service the IRR needs lo 

provide to the customers in ils traffic group 'fhe IRR sysiem is located entirely in 

Ulah, and the railroad transports essentially three kinds of traffic: coal traffic that 

il originates and terminates or interlines wilh olher carriers, non-coal (intcrmodal 

and other freight) iraffic ihai is originated and icrminaled by olher carriers and that 

the IRR handles exclusively in overhead service; and general freight traffic that 
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the SARR originates or terminates at several poinis and interlines with UP. Trains 

moving overhead on the IRR system are transported intact, with no classification 

or swiiching activities performed at the interchange poinis cxcepl for the 

occasional switching of bad-ordcr/repaired cars (as well as the occasional pick-up 

or delivery of cars at intermediate poinis ser\'ed by the IRR). 'fhc IRR does nol 

need lo perform 1,000-iTiilc or 1,500-niile inspections of any irains (although some 

cniply coal irains are inspected by IPA, on the IRR's behalf, al IPA's Springville 

railcar maintenance facility located near Provo, as described below). 

a. Traffic Flow and Interchange Points 

'fhc IRR's peak-year (2022) traffic volume consists of 10.19 million 

tons of coal trafilc, 5.52 million Ions of intcrmodal trafilc. and 10.20 million tons 

ofother freight traffic. The IRR's iraffic fiows include: (1) the issue IPA coal 

traffic moving from the interchange wilh URC at Provo to IGS and non-issue coal 

irafilc moving from the Sharp loadoul lo IGS;' (2) non-issuc coal trafilc moving 

from the URC interchange al Provo lo Milford, from ihe UP interchange at Provo 

or Lynndyl lo Milford, or from the Sharp loadout to the UP inierchangc at Provo 

or Milford; (3) non-coal iraffic moving in overhead service between Milford and 

Lynndyl or Provo; and (4) interline forwarded and interline received non-coal 

irafilc that the IRR originates or terminates at five points (Ncphi, Sharp. Martmar, 

' Utah coal produced al the SUFCO mine and destined to IGS and other 
destinations is transloaded from trucks to railcars at the Sharp loadoul located on 
the IRR's Sharp Subdivision near Levan, U'f. 'fhe Sharp loadoul is the only coal 
origin directly served by the IRR. 
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Delta and Bloom.^ 'fhe peak-year traffic densities for the IRR's principal line 

segments arc shown in 'fable lll-C-2 below. 

TABLE l l l -C-2 
IRR 2U22 TRAFFIC DENSITY BY LINE SEGMENT 

Line Scument 
Provo to Sharp 
Sharp 10 Lynndyl 
Lynndyl lo IPP Industrial Lead 
IPP Industrial Lead to Milford 

Densit}' (millions of 
gross tons per mile) 

17.6 
22.4 
50.3 
40.9 

"Tonnages shown arc the maximum tonnages moving over any part 
of each line scgmcni and may nol be uniform for the eniirc segment 

In addition to coal iraffic originating al lhc URC inierehange al 

Provo and the Sharp loadout, the IRR also moves coal iraffic that is originated and 

terminated by UP in overhead service, 'fhe overhead coal traffic is primarily 

Ulah. Colorado and Wyoming coal originated by UP and destined lo power planis 

and induslrial facilities in Nevada, Arizona und California.^ In addition, the IRR 

moves intcrmodal and general freight trafilc in overhead service (this traffic is 

originated and terminated, or received and delivered, by UP al various locations). 

^ Much ofthis irafilc moves on through (overhead) irains which slop on the 
IRR to pick up or deliver ears to local industries at the indicated locations. Some 
of ihese trains are destined to Milford, where they arc inlerchanged to UP which 
provides the uliimate delivery for these movements 

^ 'fhc Ulah coal Iraffic is originated by UP al poinis easl of Provo (i.e.. 
Skyline Mine) reached via UP's Provo Subdivision, 'fhe IRR also carries small 
amounls (less than 1,000 ions annually) of Northern Appalachian coal in overhead 
service, which UP receives in interchange al Chicago and delivers lo destinations 
in California. 
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and some non-coal UP-inlcrline iraffic thut the IRJl originates or lerminaies 

(including grain iraffic that terminates on the Sharp grain loop). 

'fhc IRR moves iruins lo and from three points of interchange wilh 

two olher carriers. UP and the URC. From easl to west, these interchanges are 

located at Provo, Lynndyl and Milford. 'fhe IRR interchanges irains wiih UP al all 

three locations; it interchanges trains with the URC only al Provo. As explained 

further below, the IRR physically exchanges trains with UP and wilh URC al 

several locations in the viciniiy of Provo. 

'fhc IRR's operaiing plan accommodulcs the eoul. intcrmodal and 

general freight trains moving over various parts ofthe IRR system during the peak 

one-week period in the peak trafilc year (March 7 through March 13, 2022).** 'fhc 

trains that the IRR will transport during the peak week and corresponding study 

period for the R'fC Model simulation ofits operations (descnbed below) are 

shown in e-workpapcr "RTC Listxlsx.'' 

'fhe operating plan also refiects the IRR's relationship wilh the URC 

wilh respeci to IPA and other eoal iraffic interchanged with that carrier. 'I'his 

relationship is bused on UP's interchange and joint facility agreements wilh URC; 

the IRR steps inio UP's shoes under these agreements. 

URC and the IRR interchange loaded IPA coal trains on lhc IRR's 

"Coal Wye" iracks, which replicate UP iracks thai connect UP's Provo and Sharp 

^ 'fhc peak-week train frequencies were developed using lhc procedures 
described in Part Ill-C-2-b below. 
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Subdivisions, 'fhese Iracks, also known as the Ironton Crossover iracks, are 

shown on page 1 of Exhibit III-B-1. 'fhe URC removes ils locomotives from the 

train and the IRR puts ils own locomotives on the train as part oflhe inierchangc 

process. In the empty direction, the IRR moves the IPA coal irains from the IGS 

to IPA's railcar mainienance facilily near Springville (located just soulh of Provo 

on the Sharp Subdivision), and removes ils locomotives and lakes them to lhc IRR 

N. Springvillc locomolive fueling/servicing facilily. Aficr the emply trains arc 

inspected/serviced and reassembled by IPA personnel, the URC brings its 

locomotives und crew to the IPA cur shop (using about two miles of IRR and IPA 

trackage), picks up the emply train, and moves ii on lo the URC-served origin 

loadoul. 'fhese operations are consistent with the manner in which UP and URC 

interchange and operate the IPA coal Irains in the rcal world. 

'fhc IRR inierchangcs coal and other trains with UP (ull of which 

have run-through power) at three difi'ereni loealions in Provo. Westbound loaded 

coal trains originating al UP-scrved poinis cast of Provo are interchanged on the 

Coal Wye iracks (/.&., the same locaiion where the URC and IRR interchange 

loaded coal irains). Emply easibound coal trains destined lo UP-scrved origin 

mincs/loadouts cast of Provo arc interchanged beiween the IRR and UP al IPA's 

Springville railcar repair facilily (just as empty coal irains destined for the URC 

are). Coal and olher irains moving to/from poinis north of Provo (/ e.. Salt Lake 

Cily or beyond) enter and exit the IRR at Milepost 750.22 on the Sharp 
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Subdivision (i.e., the point where the IRR's Sharp Subdivision mainline connects 

with the residual UP's Sharp Subdivision tracks). 

b. Track and Yard Facilities 

'fhc IRR's track and yard facilities are described in Part lll-B-2, and 

shown schematically in Exhibits lll-B-l and lll-B-2. 

'fhe IRR's main iracks between Lynndyl and Milford are constructed 

to a siundurd that allows for maximum train speeds of 70 mph for iiitemiodal 

trains, conditions (including gradient and curvature) permitting, and 60 mph I'or all 

other trains (condilions perm illing).^ All trains arc limited to a maximum speed of 

49 mph beiween Lynndyl and Provo, which is non-C'fC territory, and 40 mph on 

the IPP Induslrial Lead. All Iracks are being constructed lo a standard that permits 

a maximum GWR of 286.000 pounds per ear. 

'fhe IRR's Lynndyl Subdivision main line beiween Lynndyl and 

Milford is equipped wilh C'fC and main-track power swiiches'' due to ils relatively 

heavy trafilc volume and use by premium inlcnnodal trains. C'fC is nol needed 

on the remainder ofthe raihoad between Lynndyl and Provo, which has much 

lower traffic densiiy and train frequencies than the Lynndyl Subdivision As 

^ These maximum irain speeds are consisieni wilh those sei forth in UP's 
operaiing limetable for ilic Lynndyl Subdivision, 'fhe portion ofthe Lynndyl 
Subdivision replicated by the IRR consists of 89 miles of generally fial and 
straight railroad with infrequent curves of less than three degrees and a well-
drained and stable subgrade. 

** 'fhis includes the switch for the connection between the Lynndyl 
Subdivision mainline and lhc IPP Induslrial Lead, which is located in C'fC 
territory. 
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described in Part lll-B-4-b above, engineer-conlrollcd power switches arc used for 

the lurnouis connecting ihc non-CTC equipped main lines wilh passing sidings. 

The IRR has two small interchange yards at Lynndyl and Milford, as 

described in Parts lII-B-1-c and III-B-2 above. 

c. Trains and Euuipnicnt 

j . Train Sizes 

'fhe IRR operates compleie irains, including coal trams, intcrmodal 

trains, and general freight trains, in local and inierline (including overhead) 

service, 'fhe IRR's Irain sizes are the same as those for lhc comparable UP irains 

operated during the one-year period from July 1, 2011 ihrough June 30, 2012 (the 

"Base Year'"), which covers the four most recent calendar quarters for which UP 

produced train and car movemenl data in discovery. Non-coal trains have the 

same cars (or mix of cars) as the comparable UP trains that moved between the 

same poinis in the Base Year, All trains continue to have sufficient active road 

locomotives to provide a horsepowcr-lo-lrailing ton ratio that assures Ihey urc 

adequately powered lo meet present contractual transit-time commitments and 

service requirements, 'fhis is confirmed by IPA's simulation ofthe IRR's 

operalions using the R'fC Model. 

'fhc IRR's operating plan assumes ihal the maximum liain sizes for 

each tram lype and locomotive consists will remain the same throughout the 10-

ycar DCF period. Increased volumes beyond those able to be transported on 

curreni maximum train sizes are accounted for by adding "growth'' trains that are 
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equivalent in size to the comparable irains that UP operated in the Base Year, as 

shown ill the train and ear data produced in discovery. 

II. Locomotives 

'fhe IRR requires a lolal of 14 locomolives to transport ils trains 

moving in the first year of operations, including spares. The IRR operates a single 

lypc of locomolive: GE ES44-AC road locomotives. Since the IRR does not need 

to conduct any 1,000 or 1.500-mi1c inspections of ils irains, it has nu inspection 

yards and it has no need for any locomotives for yard switching.' All inspeciions, 

and related switching and assembly, oflhe IRR's empty coal trains arc performed 

either by IRR utilizing coniraci scr\'ices from IPA personnel at IPA's Springville 

railcar repair facility, or by the residual UP. 'fhc IRR's road locomotive 

requircmenis take inlo accounl lhc need to equalize the locomotive power used in 

run-through service for interline (including overhead) irains and an appropriate 

spare margin and peaking factor as described below. 

Most IRR trams have three locomolives, usually in a 2x1 distributed 

power or "DP'' configuration. If trains received by the IRR in interchange have 

locomolives in a non-DP configuration, the configuration is nol changed when the 

train enters the IRR sysiem. 'fo the extent such irains coniain more than three 

locomotives, lhc horsepower equivalent in ES44-AC locomolives is assumed since 

UP's train movement records do nol show the locomotive types that were actually 

' Nor docs lhc IRR need any helper locomotives as its operalions are 
confined lo the relatively fial territory between Provo and Milford. 
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on the Base Year trains. However, all locomotives over and above three are 

isolated with ihroiiles in the idle position while on the IRR since no more than 

three locomotives are needed to move any oflhc IRR's irains. 

'fhe count of road locomolives for the peak year includes a spare 

margin and a peaking factor, consistent with prior S'fB decisions (e.g, WFA I, slip 

op. al 33-34). 'fhc spare margin and peaking factor for the ES44-AC locomolives 

were calculated as follows: 

Spare Marain. 'fhc locomotive hours spent on the IRR (as well as 

the number of locomolives required foi the IRR's local movements) were 

developed from the anulysis oflhe IRR's operations using the RTC Model, as 

described in Part lll-C-2 below. The total number of locomotives required 

includes a spare margin of { } percent 'fhis spare margin is based on 

infomiation provided by UP in response lo IPA's discovery requests. 

Specifically, the locomotive spare margin is based on a UP 

spreadsheet produced in discovery in Docket No. 42127 entitled "UP Loco 

Utilization 20I0.xIsx." 'fhis spreadsheet { 

} Using this information, a locomotive spare 

margin was developed and applied scpuraiely I'or coal, general freight and 

iniermodal iiaffic types. In ils November 10, 2011 Reply Evidence Narrative 

("Rcply Evidence") in Dockei No. 42127, UP disagreed wilh IPA's calculation of 

the SARR locomotive spare margin in that proceeding based on the discovery data 
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idcnlificd above. See e-workpapcr "UP 42127 Part lll.C.pdf ut 111.C-I4-I6. IPA 

accepts UP's methodology of weighting the locomotive available lime using IRR 

locomotive unit hours by train lype, und has calculated the IRR spare margin for 

this proceeding using that methodology, 'fhe overall average locomolive spare 

margin for the IRR traffic, weighted on locomolive hours by iraffic lype, equals 

{ } pcrceni. 'fhe calculation oflhc locomotive spare margin is shown in e-

workpapcr "UP IRR Loco Ulilization 20IO.xls." 

Peakina Factor. In addilion lo the locomolive perceni spare margin, 

IPA's experts determined the IRR's peak locomotive requirements by applying the 

methodology approved by ihe Board in Public Service Co. of Colorado d/b/a Xcel 

Energy v. Burlington Northern & Santa Fe Ry, NOR 42057 (STB served Jan. 19, 

2005) ("Xcel i r ) and confirmed in AEPCO 2011, slip op. ul 32-33. In Xcel II, slip 

op. al 13, the Board indicated that the peaking factor is to be determined by 

dividing the average number of train starts per day in ihe peak week by ihe 

average number of train starts per day in the peak year. Applying this procedure, 

lhc IRR locomotive peaking factor equals 19.1 pcrceni. See e-workpapcr "IRR 

Peaking Factor.xisx " 

III. Railcars 

Car ownership for the IRR's iraffic group was dclermined from the 

shipment data produced by UP in discovery. This data shows that most oflhc 

IRR's coal and general freight iraffic moves in shipper-provided equipment and 
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Ihal over 80 perceni of ils iniermodal traffic moves in shipper-provided containers 

and trailers, 'fable lll-C-3 below summarizes the ownership of railcars and 

iniermodal unils for each traffic lypc. 

TABLE lll-C-3 
PERCENTAGE OF CAR OWNERSHIP BY TRAFFIC TYPE 

1 Traffic Type 
Coal 
General Freight 
Containers & 'frailers 
Iniermodal Flats 
Multi-level Flats (Auto) 

System 
35.6% 
25.6% 
17.4% 
100% 

22.8% 

Foreign 
0.0% 
7.2% 
0.0% 
0.0% 
70 0% 

Private 
64.4% 
67.1% 
82 6% 
0.0% 
7.2% 

'fhe IRR system car requirements for all oflhe movemenis in ils 

iralTic group werc developed from the Base Year iraffic and the simulated transil-

limc output from the R'fC Model 'fhc rcsulling IRR car requirements were 

increased by a 5.0 perceni spare margin and the same peaking factor used for 

'fhe 5.0 pereent spare margin is the same margin used by both parties (and 
accepted by the Board) in AEPCO 2011, which was bused on a review of 
transportation contracts provided by UP and BNSF in discovery in that 
proceeding. See Opening Evidence of Complainant AEPCO, Narrative (Public 
Version) at lll-C-15, AEPCO 2011 (filed Jan. 25, 2010); Rebuttal Evidence of 
Complainant AEPCO, Narrative (Public Version) al III-C-16, AEPCO 2011 (filed 
July 1, 2010) In addilion, the 5.0 spare margin for shipper-provided cars was 
accepted by the Board in WFA L slip op. al 39 and Otter Tail, slip op. al C-5. and 
was also based on the iransportation eontracis produced in discovery in those 
proceedings. '1'he transportation contracts produced by UP in this proceeding do 
not specify spare margin requirements, and therefore cannot be used to 
demonstrate common industry practice. Accordingly, IPA is relying on public 
information of common industry praciicc conceming the railcar spare margin from 
other western coal rate cases as described above. UP accepted this approach and 
the 5.0 percent spare margin for IRR railcars in its Reply Evidence in Dockei No. 
42127. See e-workpaper "UP 42127 Part lll.C.pdr' al I11.C-18. 
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locomotives. A complete description oflhc development of car ownership cosls 

for system, foreign and private cars is set forth in Part lll-D-2 below 

2. Cycle Times and Capacity 

As the Board staled in AEPCO 2011, slip op. at 28: 

IA SARR's] operating plan must be able to meet the 
transportation needs oflhe iraffic lo be served, but it 
need nol match the existing practices oflhc defendant 
railroads, as the objeciive of llie SAC lest is to determine 
what it would cosl to provide the scr\'ice wiih optimal 
efilciency. 'fhe assumptions used in the SAC anulysis, 
including the operating plan, nonetheless must be 
rculisiic. i.e., consisieni wilh the underlying realities of 
real-world transportation. 

As a practical matter, a SARR's ability to "meet the transportation needs ofthe 

trafilc lo be served" means il "must be capable of providing, al a minimum, the 

level of service to which the shippers in llie irafilc group are accustomed." Xcel I, 

1 S.'f.B. al 598. 'fhis requires evidence thai the SARR's train cycle or iransil 

times arc comparable to those oflhe defendant I'or the trafilc in issue. In recent 

SAC cases, and in this one, such evidence consists ofu simululion ofthe SARR's 

peak-period operalions using the Board-approved R'fC Model and a comparison 

of SARR train transit/cycle limes wiih lhc corresponding real-world cycle or 

iransit times during a comparable period oflhe mosi recent year for which actual 

train movement data arc available. 

The operaiing inputs lo the R'fC Model arc key elements ofa SARR 

operating plan. Relatively minor differences in the parties' RTC operating inputs 

reccnily caused the Board to accept a defendant railroad's version oflhc SARR 
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operating plan rather than the complainant's version. See AEPCO 2011, slip op. at 

28-30, where the Board accepted the defendunts' operuting plan in lieu of 

complainant's because of three dificrcnccs in their respective plans (1) the 

defendants' operating plan modeled (using the RTC Model) the impacts of 

program niainlenancc whereas the complainant's did nol; (2) the defendants' 

operaiing plan better modeled dwell limes by using real-woild data at the origins 

and deslinalions that would be served by ihe SARR, rather than assumptions 

drawn from the maximum frcc times in the relevant contracts and olher pricing 

authorities; and (3) the complainant's operaiing plan failed lo model any random 

outages on the replicated lines of one ofthe two defendant carriers involved. 

IPA does nol agree that such minor dilTerenccs in operating inputs 

require the wholesale rejection ofa complainant's SARR operaiing plun. but in 

any event, as IPA demonstrates below, IPA's operating plan docs not suficr from 

any oflhe deficiencies identified by lhc Board in AEPCO 2011, 'fhe train dwell 

limes al the IRR's local origins and destiiialions rcfiect real-world average dwell 

limes 'fhe IRR does nol need lo perform any program maintenance during the 

laie-winter period during which the peak trafilc (and thus R'fC simulation) period 

occurs in this case, and IPA has included all random outages affecting train 

operations that occurred on the lines being replicated during the Base Year 

equivalent ofthe RTC simulation period based on the outage data that UP 

provided in discovery, 'fhus none oflhe infirmities that caused the Board lo reject 
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die complainant's SARR operating plan in AEPCO 2011 are present in ihis case, 

and the Board should accept IPA's operating plan for the IRR. 

a. Procedure Used to Determine the 
IRR's Configuration and Capacity' 

The starting point for the IRR capacity analysis is the IRR's peak-

year iraffic volume and its peak train counts during the 10-ycar DCF period. 

These wcrc developed by IPA Witness Daniel Fapp from UP train/car movement 

data produced in discovery for the traffic included in the IRR's traffic group for 

the Base Year (3QI1 through 2Q12), which is the most recent 12-month period for 

which usable train and car event data is available. In developing the peak traffic 

volume and train movements, Mr. Fapp also used the traffic forecast procedures 

described in Part III-A-2 above. 

'i'he IRR's system (track configuration and other facilities including 

yards), and ils operating plan, were developed by IPA Witness Reislmp to 

accommodate the IRR's seven-day peak traffic volume and train frequencies. Mr. 

Reistrup is familiar with the rail lines in issue and, in fact, designed the track 

layout at IGS and at IPA's railcar maintenance facility at Springville, UT. To 

refresh his recollection and observe UP*s current facilities and operations on the 

lines replicated by the IRR, in April of 2011 Mr. Reistmp conducted a three-day 

field trip in which he inspected most of these lines and facilities, including the 

Sharp coal loadout, the UP (and URC) trackage in the vicinity ofthe Coal Wye 

tracks at Provo, and the IPA facilities at Springville and IGS. He also observed 
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UP train operations over these lines including coal-train loading and unloading 

procedures.^ In addition, Mr. Reistmp reviewed the UP operating timetables and 

track charts for the lines being replicated,'" as well as maps of various facilities, 

and UP's interrogatory responses describing lhc operation ofthe IPA coal trains. 

He then developed a preliminary track configuration for the IRR, starting with 

UP's present main-lrack/passing siding configuration for the Sharp and Lynndyl 

Subdivisions, as well as the IRR's operating plan. Mr. Reistrup subsequently 

modified the IRR's trackage in the Provo area, as described below, to facilitate ihe 

interchange of coal and other irains between the IRR and UP and the interchange 

of coal trains between the IRR and URC. 

The essential elements oflhe operating plan (described below), the 

main-track configuration, and the yard/interchange locations, as developed by Mr. 

Reistrup, were provided to IPA Witnesses 'fimothy Crowley and William 

Humphrey for input into lhc RTC Model. Messrs. Crowley and Humphrey also 

inpuued various physical characteristics for the lines in issue, which were obtained 

from UP track charts, operating timetables and other information produced by UP 

in discovery. These included train speed restriciions at various locations, 

electronic curve and grade (topography) data, and tumout (switch) locations and 

^ Mr. Reistrup's notes on his field trip (which covered additional UP lines 
replicated by die SARR in Docket No. 42127 that are not part of the IRR as 
configured for this case) are reproduced in Part III-C c-workpaper "Reisirup field 
trip.pdf." 

'*• The UP operating timetables and track charts for all oflhe lines involved 
are reproduced in Part III-B e-workpaper folder "lII-B-I\Track Miles." 
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types. 'Hie final steps wcrc lo populate lhc R'fC Model wiih the IRR's trains 

during the simulation period, which includes the peak volume week in the IRR's 

10-year DCF existence, and input random outage events. 

b. Development of Peak-Period Trains 

'fhc IRR's irains moving during the peak-seven day period in the 

IRR's lO-ycar DCF life arc based on the UP irains carrying traffic in the IRR's 

irafilc group that moved during the peak week oflhe Base Year, 'fhc peak week 

was developed based on the peak volume of trains selected for inclusion in the 

IRR's Iraffic group, 'fhe peak week train list was developed from UP train and car 

movement data provided in discovery for the Base Year. 

Specifically, Mr. Fapp and his staff determined the number of IRR 

irains that would transport the coal, iniermodal and general freight traffic included 

in the IRR's iraffic group in 2022, which is the peak volume year during the DCF 

period 'fhcy did ihis by applying the percentage increase in the IRR's traffic from 

the Base Year to 2022 ("Peak Year Growth Factor'') for each movemenl in the 

Base Year iruin dnlu provided by UP in discover)' lo determine the number of 

addilional irains required to move the additional iraffic. For coal unit trains, the 

Peak Year Growth Factor was applied lo the Base Year number of unit coal iruins 

by origin/destination pair lo identify the number of addilional unit irain 

movemenis required to meet the peak year volumes. For non-coal trafilc, lhc Peak 

Year Growth Factor was applied to the number of railcars/unils on the individunl 

trains operating over the IRR during the Base Year If the number of railcars/unils 
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exceeded the largest Base Year train operated for that iruin lypc after upplieution 

oflhe Peak Year Growth Factor, then an addilional train was added. If afier 

applying the Peak Year Growth Factor the number of railcars/unils was smaller 

than the largest irains currently operated by UP for ihal train lype, then the peak 

year irain was assumed lo operate al this larger train size, 'fhis approach is 

consisieni wiih real world rail operations, which seek lo maximize available 

capaciiy bcforc adding additional irains lo minimize cosl associated with those 

trains." 'fhe eoal and non-coal "growth" trains thus developed were added to the 

irains that moved during the Base Year. 

The results ofthis procedure established that the IRR's peak trafilc 

week in the peak yeur is March 7 lo March 13, 2022. See e-workpaper "Peak 

Period Idcniification.xlsx.'' 

Bused on the probable transit and train cycle times for a railroad the 

size ofthe IRR. Mr Fapp and his staff also developed the IRR's peak-period trains 

operaiing over its lines during a one-day warm-up period (used lo populate the 

R'fC Model with iruins) and a one-day cool-down period, in addition lo the peak 

weck.'^ 'fhc sludy period used in the R'fC simulation thus covers a total of 9 days. 

" See the Association of American Railroad's "Railroad Facts"-2011 
Edition at page 35. which shows an 11.5 perceni incrcase in average cars per 
freight train for the western railroads between 2001 and 2011. 'fhis indicates ihe 
wesiern railroads, including UP, arc increasing train sizes where possible to 
increase productivity and maximize capaciiy. 

'̂  One-day warm-up and cool-down periods were selected because, on the 
basis of UP's train movement records, it was apparent that the maximum lime any 
train would normally spend on the IRR would be less than one full day. 
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from March 6 ihrough March 14, 2022. A loial of 208 trains were dispatched 

during this period, of which 166 were dispatched in the peak week and completed 

ihcir runs by the end oflhc simulation period, 'fhese trains include 23 loaded coal 

trains, 31 cniply coal Irains, 122 non-coal irains with no switching, and 32 non-

coal trains from which cars were switched in or out en roulc by the IRR. The 

Sludy period irains ure shown in e-workpapcr "R'fC Listxlsx." 

Aficr populating the R'fC Model wilh the sludy period irains 

Messrs. Crowley and Humphrey ran the trains ihrough the Model using the 

track/yard configuration and operating-plan inputs developed by Mr Reisirup, as 

described in the next scclion below. 

c. Operating Inputs lo the RTC Model 

'fhc following elements oflhe IRR's revised operaiing plan for the 

IRR have been input inlo the R'fC Model for purposes of simulating the IRR's 

peak-period operalions and developing train iransil limes: 

i Road locomotives - All irains have three ES44-AC locomotives, in a 
2x1 DP configuration where applicable.'^ 'fo the exient Irains 
interchanged with UP have morc than the horsepower-equivalent of 
three ES44-AC locomotives, the throttles on the extra locomotives 
arc isolated in the idle position while operating on the IRR 

ii. 'frain sizes and weight -'I'he forecasted actual size and trailing 
weighl for each UP train carrying traffic in lhc IRR trafilc group in 
the Peak Year is used. Growih irains replicate trains that moved in 

'̂  'fhc R'fC Model does nol include the ES44-AC among the locomotive 
lypcs available. The most comparable model available in R'fC is the GE AC4400, 
so IPA's experts modeled that lype insiead oflhe ES44-AC Since the ES44-AC 
IS an advanced version ofthe AC4400, this approach produces conservative results 
in lerms of locomolive efficiency 
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i i i . 

iv. 

V. 

VI. 

vil. 

viii. 

IX. 

X. 

xi. 

These oper 

the Base Year, 'fhe maximum train size is 163 cars and the 
maximum number of locomotives per tram is 10. 

Maximum train speeds - 70 mph for intcrmodal trains and 60 mph 
for all oihcr irains in the C'fC territory between Lynndyl and 
Milford; 49 mph for all irains operating between Provo and Lynndyl; 
and 40 mph on the IPP Induslrial Lead. 

Dwell time allotted I'or coal irains al IGS - 4 25 hours. 

Dwell lime allotted for coal trains at the Sharp loadoul-6.0 hours. 

Dwell time allotted for grain irains al the Sharp grain loop - 19.0 
hours. 

Dwell lime al yurds/inlerchnnge poinis - 30 minutes for inierchangc 
of irains that do nol change consists at Provo, Lynndyl and Milford; 
45 minutes I'or interchange of Irains ut Lynndyl that change consists 
there: 2 5 hours for interchange of trains at Milford that change 
consists there; and one hour and 15 minuies for interchanging loaded 
coal irains beiween URC and the IRR on the Coal Wye iracks al 
Provo. 

Dwell lime for pickup or delivery of non-coal curlouds al 
intermediate points - 30 minuies. 

Crew-change lime al crew-change poinis other than yards and 
inierchangc poinis - 15 minutes. (Crew districts are discussed 
below) 

'f inic for track inspections and mainlcnance windows - none. 

Time for random outages - time for four random outage events (wiih 
accompanying train movemenl instructions) was input inlo lhc R'fC 
Model, as described in Subseciion xi below. 

aling funciioiis/mputs, and the limes allotted for them, are explained in 

the following subseeiioiis. 
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I. Road Locomotive Consists 

'fhe locomolive consists and requirements for the IRR's irains are 

described in Part 111-C-l-e-ii above 'fhe R'fC simulation shows ihal all irains can 

opcrulc on the IRR sysiem wilh three ES44-AC locomotives, including trains 

received in interchange with a non-DP locomotive configuration. 

Most ofthe IRR's non-coal irains operate on the IRR in overhead 

ser\'ice.''' In addilion to the overhead irains, the IRR operates unit trains received 

in interchange from UP at Provo that terminate on the Sharp grain loop (owned by 

the Moroni Feed Company) near Sharp. 

For purposes oflhc R'fC simulation, each non-coal train is assumed 

to have a number of ES44-AC road locomotives sufficient to equal the lolal 

horsepower on the train when received at the IRR on-junclion as shown in UP's 

Base Year train movement records. Locomotives that are nol needed lo move 

these irains over the IRR arc isolated (essentially shut down so that they are nol 

contributing power for movement oflhe train) while they are on the IRJl system. 

II. Train Size and Weight 

'fhe forecasl (2022) irains in the R'fC Model simulaiion are based on 

the average and maximum Base Year trains described in Part lll-C-1-c above, 'fhe 

maximum Iruin size is 163 cars und the maximum number of active locomotives 

' ' Some ofthe overhead irains operaiing between Milford and Lynndyl or 
Provo slop cn route lo pick up or drop ofi'cars at points served by the IRR. 
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on any IRR tram is threc.'^ All growih trains (iruins currying addilional tonnage 

that did nol move in the Base Year) are limited lo the size and weight for the 

corresponding Base Year trains, with the locomotive consists sized to provide the 

appropriate lolal horsepower based on the use of ES44-AC locomotives. 

ill. Maximum Train Speeds 

'fhe maximum permissible train speeds input inlo lhc R'fC Model 

are as follows: 

1. On the Lynndyl Subdivision (C'fC territory): 70 mph for 
intcrmodal trains and 60 mph for all olher trains. 

2. On the Sharp Subdivision: 49 mph I'or all irains. 

3 On the IPP Industrial Lead: 40 mph 

'fhese muximum speeds are consisieni wilh UP's operaiing timetubles and real-

world practice foi lines being replicated and operated over by the IRR. 

Maximum train speeds are reduced below those specified above 

where a speed rcslriciion is required by UP's operating timetables, or when needed 

to operate through a turnout (for example, the IRR has H-15 lumouts for lhc 

coniieeiions beiween ihc mainline and passing sidings; irains are limilcd to n 

maximum speed of 30 mph when using Ihese turnouts), 'fhese reslriclions exist 

for safely reasons (such as to maintain a safe braking distance), to reduce track 

'̂  For purposes oflhe R'fC simulation, IRR irains are assumed lo have the 
same number of locomotives as the corresponding Base Year Irains as indicated by 
UP's train movement data, except that any train having five or more lucomolives 
is assumed to have the number of ES44-AC road locomotives needed lo provide 
the same totul horsepower the Base Year train had since UP's train movemenl data 
docs nol reveal which specific locomotive type(s) wcrc on the train. 
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wear in curves, to comply wilh FRA reslriclions regarding the movemenl of 

hazardous materials, and to avoid high-speed gauge separation on curves 

exceeding three (3) degrees. In addition, irains do not reach maximum authorized 

speed in some areas due lo curves or other operating restrictions, as shown in UP's 

operating tiiiietables. All of these restrictions and limitations have been 

incorporated inlo the R'fC Model for application lo the IRR's peak-period 

operalions. 

iv. Dwell Time at IGS 

'fhe IRR directly serves and delivers coal trams to one power plant, 

IGS. 'fhe train dwell lime allolled at IGS is 4.25 hours, 'fhis is the average dwell 

time ul IGS for coal iruins in the Base Year based on records maintained in the 

ordinary course of business by Iniermounlain Power Service Corporaiion 

("IPSC"), an affiliaic of IPA which slal'fs IGS and IPA's Springvillc railcar 

mainlcnance facilily. See c-workpaper "IGS train lime data.xlsx " 

As explained by IPA Witness Van Stewart (IPSC's 'fransportalion 

Coordinator at IGS), IPSC personnel interface wiih UP train crews in arranging 

the arrival, unloading and departure of coal trains at IGS. They keep track oflhc 

time spent by each coal train from the lime the loaded train departs the UP main 

line and enlcrs the IPP Induslrial Lead lo the time the empty train is released to 

UP. 'fhc dwell time al IGS is the interval beiween the lead locomotive's arrival at 

the plant gale and IPSC's nolificalion to UP's crew thai the train has been 

unloaded und is ready lo depart from the plant Exhibit lIl-C-1 contains a more 
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delailcd explanation oflhc "IGS train time data.xisx" spreadsheet and how the 

tram dwell lime was calculated. 

V. Dwell Time at the Sharp Coal Loadoul 

'flic IRR directly scr\'es, and originates coal trains ul, one Utah coal 

loadoul: ihe Sharp loadoul. Mr. Reisirup allotted 6.0 hours of train dwell time ul 

the Shurp loudout which is the median dwell lime al this coal loadoul in the Base 

Year from UP's train movement records produced in discovery. See e-workpaper 

"Sharp Coal Average Dwell fimes.xlsx ""* 

vi. Dwell Time at fhc Sharp Grain Loop 

'fhe IRR also directly serves the Sharp grain loop and lerminaies 

loaded grain trains there (these irains originate on UP and are interchanged wiih 

UP al Provo in both the loaded and empty direction). Mr. Reistrup allotted 19.0 

hours of train dwell time al the Sharp grain loop, which is bused on the average 

dwell time at this locaiion from UP's train movemenl records for the Base Year. 

See e-workpaper "Shurp Gruin Avcruge Dwell 'fimes.xlsx." 

vli. Dwell Times at Yards and 
Other Interchange Points 

'fhc IRR has two small yards at Lynndyl and Milford where irains 

are interchanged with UP. In addition, the IRR inierchangcs irains wiih UP at two 

'̂  'fhc average train dwell lime al the Sharp loadout in the Base Year was 
somewhat higher than 6.0 hours, but the average was skewed by a few irains (7.8 
perceni ofthe total, none of which moved during the R'fC simulation period) 
whose loading lime exceeded 11 hours 
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locations in Provo. 'fhe IRR also interchanges trains with the URC al two 

locutions in Provo. 

UP Inlerchanaes. Mr. Reistrup has allotted 30 minutes of dwell time 

al each oflhc IRR's Lynndyl and Milford interchange yards for trains that do not 

change consists al Lynndyl and Milford. He has also allolled 30 minutes of dwell 

lime for irains inlerchanged with UP at Provo (Ironton) that move to/from poinis 

cast of Provo (this interchange occurs on the IRJ<'s Coal Wye iracks). All that is 

rcquircd for the interchange of run-through irains al each of these UP interchange 

locations is a change of crews, a brake set/release and a roll-by inspection. The 

30-niinute lime allotnicnl I'or these simple interchanges was accepted by UP and 

BNSF in AEPCO 2011. See Joint Reply Evidence and Argument of Defendants 

BNSF and UP, Narrative (Public Version) at lll.C-29-30, AEPCO 2011 (filed May 

7,2010). 

Some oflhe IRR's ihrough (overhead) non-coal irains interchanged 

at Lynndyl and Milford change consists at one or both oftliose locations - that is, 

some irains contain cars thai are destined lo or from industries in the vicinity that 

urc scr\'ed by UP und that are nol included in the IRR's irafilc group. Since lhc 

IRR does not participate in the movement of these cars (and obtains no revenue 

from Ihem), the cars are removed from and/or or added lo the irains by UP prior to 

delivering the trains lo the IRR.'^ Because the interchange of these trains occurs 

' ' 'fherc is no need lo provide addilional compensation lo UP for switching 
these cars inlo or out oflhe through irains at Milford or Lynndyl, for several 
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in the IRR's yard al Milford or Lynndyl, il is neccssar)' lo add dwell lime for these 

irains lo accomniodate ihe addilion and/or removal ofthe cars. Accordingly, Mr. 

Reisirup has allolled 45 minuies of lolal dwell lime al Lynndyl for the trains that 

chunge consists there, und 2.5 hours of totul dwell time ul Milford for the trains 

that change consists there (considerably more ears are involved at Milford than at 

Lynndyl). 'fhere is no need lo increase the size of either ihe Lynndyl or Milford 

yard lo accommodate the addilional dwell lime as il does not result in any 

unresolved train confiicts in the RTC Model. 

'f rains destined to/from UP-served poinis north of Provo (e.g.. Salt 

Lake City) do not have uny dwell time on the IRR at Provo. 'fhese trains ure 

inlerchanged in UP's Provo Yard located on UP's Sharp Subdivision just north of 

Miicposi 750.22. and move to/from that yard wiihoui slopping on the IRR's 

tracks A speed of 10 mph is assumed when the train enlcrs or exits the IRR 

system at Miicposi 750.22, as the ucluul inierchangc occurs in UP's nearby Provo 

Yard. 

URC Interehanae - Loaded Coal Trains. Consistent wiih UP's real-

world practice, the URC and UP interchange loaded coal trains on the Coal Wye 

reasons. First, UP removes or adds the cars to these trains al Milford or Lynndyl 
in the real world, and Ihus is nol performing any addilional work because ofthe 
IRR's insertion inlo the roulc. Second, UP has a yard at Milford and a local 
wayfrciglil assignment based at Milford (which operates to/from Lynndyl among 
other stations), and thus has in place the facilities, personnel and equipment 
needed lo add and remove cars to/from these trains. Finally, UP is compensated 
for ihis activity through lhc A'fC revenue methodology because l&l swiiching 
cosls arc attribuicd to UP in the URCS Pha.sc III program. 
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Iracks al Provo,'" which are part oflhc IRR system. In conneciion wilh the 

interchange process the URC removes ils locomolives from the irains and the IRR 

places its own locomotives on the irains before departure toward IGS or the 

IRR/UP inierchangc al Milford. 

In his operating plan for the SARR presented in IPA's opening 

evidence in Dockei No. 42127. Mr. Reisirup allotted 45 minutes of interchange 

dwell lime for these iruins al Provo. However, for purposes oflhe present case, 

Mr. Reisirup has revised the track configuration in the Provo area to facilitate the 

interchanges with both the URC and UP, and has considered addilional 

information that UP provided in ils reply evidence in No. 42127-namely, that 

URC operates these loaded coal trains wiih mid-train helpers that need lo be 

removed from the train as part oflhc inierchangc process. 

With icspect to the track configuration ul Provo, Mr. Reistrup has 

provided for an inlermediale crossover beiween the two Coal Wye tracks al MP 

1.19. which shortens the distances (and thus the lime required) for all oflhe 

individual locomolive movements lo and from the loaded coal trains received from 

the URC. Mr. Reistrup has also extended the southerly Coal Wye track (Wye #2) 

southwest 10 Sharp Subdivision Mileposl 749.41 to provide additional capacity 

'" 'fhis interchange location is identified as "Ironton" in the R'fC simulation 
period train list (Exhibit III-C-1) 
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and further facilitate the movement of URC and IRR locomotives and coal trains 

in this arca.'^ 

Mr Reistrup has analyzed each ofthe movements required lo 

remove URC locomotives from and add IRR loeomotives to loaded coal irains 

inlcrchungcd between the two carriers al Provo (Ironton), in lighi oflhc IRR 

configuration changes described above, 'fhe required movemenis, und the lime 

allolment for each, arc described in Exhibii III-C-2. 'fhc net result is that the total 

dwell lime for loaded coal trains received in interchunge from the URC is one hour 

and 15 minuies (i e., 1 25 hours). Mr. Reistrup inslrucled IPA Witnesses Crowley 

and Humphrey to use this dwell lime allolment for these Iruins in conducting lhc 

R'fC Model simulation ofthe IRR's operations 

URC Inlcrchanac - Empty Coal 'frains. Empty IPA coal irains are 

interchanged with URC at IPA's Springville railcar muinlenanee facility, where 

they undergo inspection and bad-order/spure switching (as well as repairs) by IPA 

personnel. Other empty coal Irains the IRR receives in interchange from UP at 

Milford and destined for loading at URC origins or UP-served Ulah origins cast of 

Provo also slop al the IPA ear shop for inspection when necessary, as well as 

associated switching and repairs, 'fhis enables the IRR lo enhance the efilciency 

ofits operations by consolidating all locomotive fueling, inspection and 

mainlcnance al ils N. Springville locomotive facility. A total of three hours of 

'̂  'fhc revised configuration for the Sharp Subdivision trackage in lhc area 
oflhc Coal Wye iracks is shown on page 1 of Exhibii III-B-1. 
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dwell lime has been allolled I'or inspection and locomolive fueling oflhe non-IPA 

emply coal trains at the IPA cur shop.^" Afier the inspection and associated 

switching have been completed, cilher the UP or URC (depending on which 

carrier handles the trams easl of Provo) picks up lhc irains for movemenl lo the 

origin loadoul. 

A muximum of five empty coul trains per day (including both IPA 

and non-IPA irains) move through IPA's Springville railcar mainlcnance facilily 

during the IRR's peak iraffic week. According to IPA Wiiness John Aguilar, who 

is a Civil Engineering Associate and IPA's coal transportation manager, the 

Springville railcar mainienance facility has the capacity to inspect and switch (for 

bad-order and spare raileurs) five trains per day. 'fhus the facilily can 

accommodale the IRR's cniply eoal trains. IPA currently inspects cniply coal 

trains for third parlies, including { }, and charges the IRR the same 

hourly fee that it charges other third parties for performing these services. 

^̂  While the non-IPA coal irains arc inlerchanged wilh lhc URC at the 
IPA's Springville railcar maintenance facility, there is no direcl interchange oflhc 
IPA coul iruins there, 'fhe inbound IRR crew brings lhc empty iruin lo the IPA car 
shop and drops it off (and ihen moves the locomotives the short distance to the 
adjacent N. Springville locomotive facility). 'Hie empty cars are inspected and 
serviced by IPA personnel, wilh at least 12 IPA curs removed from each train and 
12 dilTerenl cars inserted A URC crew subsequently brings URC locomolives to 
the IPA car shop and picks up the new train (which has been assembled by IPA 
personnel) for niovemeni to the coal origin via the Coal Wye trucks. These trains 
arc ircatcd as terminating and then originating al the cur shop. 
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viii Dwell Time at Internicdintc 
Pickup and Sctout Points 

'fhe IRR's trafilc group includes some non-coal interline forwarded 

and interline received traffic that it originates or terminates al a lolal of four 

locations in addilion lo the previously-discussed Sharp gram loop (Ncphi, 

Martmar, Delta and Bloom). IPA has provided lumouts for the sidings serving the 

industries al these locations, 'fhc peak (R'fC simulation) period trains ihal coniain 

cars destined to or from these points, and the number of cars on each train that are 

switched (picked up or dropped ofQ, arc shown in ihe "Non-Coal Switching" train 

calegor)' in e-workpaper "R'fC Listxlsx.'" 

'fhe IRR's trains carrying the cars to be picked up or set out al these 

locations perform the pickup or delivery service al each point Given the small 

number of cars involved, und the fact that ihcy are blocked by origin or 

destination, Mr. Reistrup has allolled 30 minutes of dwell time for the pickup or 

delivery operation ul each location (except the Sharp grain loop, which was 

discussed eariicr). 

Ix. Crcw-Changc Locations/Times 

'fhe IRR operates only road crews, 'fhe crew changes lake place at 

Provo, lhc Shurp loadout, Lynndyl, Milford, und IGS. 'fherc is ample lime to 

change crews during the performance ofother functions al interchange locations 

other than Lynndyl and Milford. 
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'fhe IRR calls train crews sufficiently in advance ofa train's arrival 

at the designated crew-change point so that the crew can complete paperwork, 

receive any necessary job briefing, and be ready to board the train when it arrives 

and the incoming crew has dc-lraincd. Al IRR crew-change points wherc a change 

of crews is the only activity, 15 minuies have been allotted for this function 'fhis 

is consistent wiih the lime allolled by the complainant and accepted by the 

defendants (and the Board) for SARR crew changes in AEPCO 2011 See Joint 

Reply Evidence and Argument of Defendants BNSF and UP, Narrative (Public 

Version) al III C-29-30, AEPCO 2011 (filed May 7, 2010). Il is also consistent 

wilh UP's rcply evidence in IPA's eariicr rale cusc. 5ee c-workpaper "UP 42127 

Partlll.C.pdP'alIII.C-35. 

fhe operuting plun for the IRR provides for the following crew 

districts and assignments 

1. Crews based al Provo (home terminal) operate in straightaway 
service lo IGS or the UP interchange at Milford. 'fhese crews 
operate in straightaway service back to their home terminal aficr 
receiving their minimum resi under FRA rules, except that such a 
crew occasionally takes an empty coal train lo the Sharp loudout and 
terminates its run there. 

2. Crews based at Provo (home terminal) operate in lum service lo the 
Sharp coal loadoul and relurn to Provo. Alternatively, aficr 
delivering un empty coal train to the Shurp loadoul, these crews cun 
cilher (i) move an emply unit train from lhc Sharp grain loop to 
Provo, or (li) deliver a loaded coal train from the Sharp loadout to 
IGS and then go off duty at Lynndyl, rather than returning directly to 
Provo. 

3. Crews based al Lynndyl operate in turn service from IGS to the 
Sharp loadout and relurn to IGS wilh a loaded train. 
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4. Crews based al Milford operate in lum service from the Milford 
interchange wilh UP lo the UP interchange at Lynndyl and retum. 
If u shifi expires while u crew is at Lynndyl (or en route from 
Lynndyl to Milford), the crew is taxied back lo ils Milford base. 

'I'he crew districts and assignments described above refiect the IRR's 

ability, as a start-up railroad, lo operate in a manner that is nol constrained by prior 

mergers and/or union work mles that limit a Class I railroad's ability to maximize 

the efficiency ofits crew assignments 'fhis gives the IRR much more llcxibilily 

in scheduling crews and maximizing Ihcir use wiihin the constraints oflhc federal 

"12-hour" (Hours of Service) law, as amended by the Rail Safely Improvement 

Act of 2008 ("RSIA''). 'fhe R'fC simulation confirms that the distance for each 

crew assignment, as well as the allotted linic at mines or olher poinis ser\'ed by 

turn crews, can generally be covered by a single lour of duly including an 

allowance of one hour for crew preparalion/laxi time, 'fo lhc extent a crew's lour 

of duly expires under the Hours of Service law, it is taxied to its next terminal and 

the cosl oflhc taxi sen'icc is included in lhc IRR's annual operating expenses as 

described in Part 111-D. 

In UP's reply evidence in Docket No. 42127, UP argued that 

because il docs nol presently change crews at Lynndyl, the IRR's insertion into the 

roulc of irains that operate beiween the Sail Lake Cily area and Milford or points 

west, wilh an interchange al Lynndyl, means that UP will have to add a new crew 

base and related facilities/personnel at Lynndyl und that the IRR should bear the 
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addilional cosls incurred by UP as a result^' l-lowever, the rcplacemeni of part of 

the residual iiieumbeni's facilities and operations by a SARR does not impact the 

incumbent's remaining operalions und costs - uny morc than il impacts the 

incunibciit's facilities that arc replicaled by the SARR but that continue lo handle 

irafilc that is nol included in the SARR's irafilc group, and thus that continue lo 

exist in a sort of "parallel universe.'' 'fhe Board has never required that cosls of 

this kind be reimbursed by a SARR except where they result from an external 

rerouic.^^ Moreover, all cosis incurred by the IRR as a resuli oflhe interchange at 

Lynndyl (including crew and associated costs) arc included in ils operaiing 

expenses as described in Part 111-D below. 

X. Track Inspections and Maintenance Windows 

Consistent wilh the SARR operaiing plans acccplcd by the Board in 

several prcvious cases (e.g., WFA I and AEP Texas), no time has been allocated 

for scheduled truck inspections or mainlcnance windows for purposes ofthe R'fC 

simulation. 

F l ^ rules require twice-weekly inspeciions I'or Class 4 track, which 

is lhc classification for the IRR's main tracks As described in Part III-D-4 (which 

addresses maintenance-of-way cosls), the IRR's main lines are inspected twice a 

week by the railroad's Assistant Roadmusiers using hi-rail vehicles (pickup-type 

'̂ See c-workpapers "UP 42127 Part III C.pdP' at III.C-l-2 and "UP 42127 
PartlllD.pdrailll.D-90-91. 

^̂  See, e g., Tex Mun Power Agency v Burlington N. & Santa Fe Ry, 1 
S.'f.B 803, 818 (2004); Duke/NS, 1 S.'f.B. al 112-115. 
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vehicles equipped with rciraclable Hanged wheels so they can operate either on 

highways or on railroad tracks), 'fhese inspeciions of course have to be perfomied 

during the peak traffic (R'fC simulation) period. However, they can be pcrfonned 

between train movements, and if necessary the hi-rail vehicle can follow a train on 

the same block wilh the dispatcher's npprovul. Accordingly, there is no need lo 

allot separate time for FRA-prcscribed track inspections in the R'fC Model. 

No program mainlcnance will be performed during the IRR's peak 

traffic period Data produced by UP in discovery indicates that UP performed no 

program (capiiul) maintenance on the lines replicaled by the IRR during the 2012 

equivalent oflhc R'fC simulation period, and no slow orders (which can be 

indicative of mainlenunce activity) wcrc in effect on Ihese lines during this period. 

Moreover, the R'fC simulation period occurs during the winter (early March), 

when no program niainlenancc would normally be scheduled.^^ Program 

maintenance will be performed during other, less-busy periods when the weather 

is also belter Since the IRR is being designed and configured for ils peak iraffic 

week, ihcre is ample time for normal track maintenance during non-peak periods, 

and track/facility repairs of an emergency nature arc accounted for in the time 

allotted for random outages (described below), 'fhus thcrc is no need lo provide 

for separate track maintenance windows during the R'fC simulation period. 

^̂  'fhese fuels distinguish ihis siiuation from the one involved in AEPCO 
2011, where program maintenance wus pcrfonned on Ihe lines replicated by the 
SARR during the R'fC simulation period. Id, slip op. at 28-29. 
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xi. Time for Random Outages 

Random events that affect track, signals and equipment (operations) 

could be expected to occur occasionally during the IRR's peak iraffic period used 

for the R'fC simulation (although nol with the frequency that ihey occur on the 

replicated UP lines since the IRR siurls operutions in late 2012 wiih brund-ncw 

track, facilities and equipment, including rolling stock). 

'fhere is, of course, no way to know what events affecting train 

operations will occur during the 2022 R'fC simulation period. However, IPA 

requested information from UP in discovery on events of an unexpected or 

"random" nalure that afi'ecicd train operations on the lines being replicated by the 

IRR in 2011 und 2012, including train-related, track-related and signal-related 

events, 'fhe outage infornialion provided by UP indicated thnt a lolal of four 

random outages occurred on ihose lines during the period in 2012 comparable lo 

the 2022 RTC simulation period (March 6 lo 14).̂ *' 

'fhe four outages included { 

'̂' 'fhese outages, as reproduced from the 2011 -12 outage spreadsheet that 
UP provided in discovery, are shown in c-workpaper" IPA Random Outages 3-6-
12 - 3-l4-12.pdf" 'fhc lime of occurrence, locaiion, nalure and duration of each 
outage are shown in the workpaper. 
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}"Mr 

Reistrup conservatively inslrucled Messrs. Crowley and Humphrey lo include this 

outage (as well as the other three) in the R'l'C simulation and to assume that all 

four outages werc "full stop" outages - that is, that the IRR irains affected by each 

outage had lo stop during lhc period shown for each event in lhc UP outage data. 

d. Results ofthe RTC Model Simulation 

Afier inputting the IRR's track and other relevant facilities, peak-

period irains and operaiing parameters (including the random outages described 

above) inlo the R'fC Model, ihe model was run to a successful conclusion. 

'fhe key outputs generated by the R'fC Model were elapsed tram 

running limes over the IRR's line segments, and train cycle and iransil limes (used 

to develop locomotive and car hours and Iruin-crew counts) over the portion of llie 

IRR system used by each irain during the peak seven days oflhe nine-day period 

25 A "Form B" cvcnl is one that involves track or signal condilions. { 

} 'fhis 
resulted in the need for two relief crews - lhc only IRR relief crews needed during 
the R'fC simulation period. 
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modeled by Messrs. Crowley und Humphrey. A scheniaiic diagram oflhc IRR's 

iracks as they appear in the R'fC Model is attached as Exhibii III-C-4. 'fhe 

electronic files coniaining the R'fC Model runs, output and case files are included 

in IPA's Part lll-C e-workpapcr folder "RTC."" 

'fhe R'fC Model simulation demonstrates that the IRR's sysiem 

configuration and operating plan are feasible, und that the IRR's operations in the 

peak period oflhe peak year meet its customers' requirements. Specifically, the 

average train transit limes produced by the R'fC simulation (including dwell lime 

at the interchange yards, where appropriate) have been compared wilh UP's 

average train iransil limes (including dwell limes) for the IRR's principal traffic 

fiows during the Base Year period equivalent to the IRR's peak week (March 7 

ihrough 13. 2012). based on train movemenl data produced in discovery, 'fhe UP 

and IRR irunsil-lime comparisons for the IRR's principal coal and non-coal irafilc 

fiows urc shown in Exhibit lll-C-4. Further dciails on a iruin-by-train basis arc 

shown in e-workpapers "UP Peak Period Coal 'f imes and Comparison Sumniar)' 

(Fiiial).xlsx,'' "IRR R'fC 'finies (Final).xlsx," and ""UP Peak 'fransportalion 

'f lines (Final).xlsx " 

'̂̂  The Board is a licensee ofthe R'fC Model, so the computer sofiware is 
not being provided to the Board by IPA. Messrs Crowley and Humphrey used 
Version R'l'C 2 70 L64K oflhe Model for the simulation oflhe IRR's peak-period 
operations prescnled in e-workpaper folder "R'fC." 
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Exhibii lll-C-4 shows thai, wiih one minor exception," lhc IRR's 

2022 peak-week train transit times (and cycle limes where available) for train 

movemenis over the various IRR line segments arc equivalent to or faster than the 

real-world UP cycle limes for the comparable trains moved during the 2012 peak 

week, 'fhis includes the premium intcrmodal or "Z" irains thai the IRR operates in 

bridge service beiween Milford and Lynndyl. 'fhis is a higher standard than that 

used by railroads in the real world. In any cvcnl, the transit-time comparisons 

demonstrate that the IRR can provide service commensuraie wiih its customers' 

requirements. 

3. Other 

a. Rerouted Traffic 

'fhe IRR's iraffic group does not include uny traffic that has been re­

routed from ils real-world route of movement 

" Exhibit lll-C-4 shows a slightly longer cycle lime for the IRR's unit grain 
train terminating on the Sharp grain loop than for the comparable real-world unit 
grain train operated by UP during the peak week of 2012. However, this 
comparison is nol meaningful as it is based on a single observation (only one grain 
train operated during the IRR's and UP's peak week). 

^̂  'fhc Board has recognized that u ruilroud is not required to "build a 
church fur Easter Sunday'' by providing capucity und personnel (/ e , iruin crews) 
to handle ils peak trafilc volume (Xcel /, 7 S 'f.B at 645). and no real-world 
railroad does this, 'fhus, there should be no need to model the peak week in a 
SARR's enlire 10-year DCF existence, as opposed lo the average weekly irains 
during the peak traffic year or the Base Year. However, lo be conservative, and 
avoid the need for tinic-consuming multiple R'fC simululions for dilTercnl years 
during the DCF period, IPA's experts have modeled only the peak week ofthe 
peak year und eompured lhc rcsulling average transit limes wiih real-world 
average irnnsil limes during the equivalent peak week oflhe Base Year. 
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b. Fueling of Locomotives 

'fhc IRR re-fuels the road locomotives on coal trains that pass 

ihrough Provo in the easibound direction, as needed.^^ D'I'L fueling is performed 

by a contractor, 'fhc locomotives on easibound coal trams operating lo 

destinations cast of Provu reached via UP's Provo Subdivision (including eoal 

trains interchanged to the URC) are D'fL-fueled eiilier al the IPA car repair 

facility or al the IRR's N. Springville locomotive facilily ifthc locomolives arc 

removed from the train at the car shop. 

'fhe only IRR trains that do not pass ihrough Provo are (I) coal 

irains that originate ut Sharp und move lo the UP interchange al Milford.̂ ** und (2) 

non-coal irains moving in overhead service between Lynndyl and Milford. 'fhc 

road locomotives on these trains arc fueled while on UP. al locations such as Salt 

Lake Cily or Barslow, CA, and do nol need lo be fueled while on the IRR. 

c. Car Inspeciions 

As described above, the IRR docs nol need to conduct 1,000-mile or 

1,500-niilc inspections of any trains while on its iracks. 'f rains interchanged wiih 

UP al Provo are inspected while on UP and do not rcquirc inspection while on the 

'̂̂  'fhe locomolives on these irains do nol need to be fueled in the 
westbound direction. Each IPA coal train can make several round trips beiween 
refuclings. Westbound coul trains (and all non-coal trains) are re-fuclcd while on 
Ihe residual UP. 

^̂  'fhe IPA coal irains that originate at the Sharp loadoul also operate 
to/from Provo. 'fhese trains are fueled al Provo as they can make several round-
trips between locomotive fuelings. 
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IRR. 'fhc same is true of non-coal overhead irains that move beiween Milford and 

Lynndyl. Emply coal iniins moving via the Sharp Subdivision to the Sharp 

loadoul are iiispected al IPA's Springvillc railcar repair facility, by IPA 

personnel.''' IPA charges the IRR for performing this service. 

d. Train Control and Communications 

i. CTC/Comniunicatlons System 

'fhe facilities reficcied in lhc IRR's operating plan include u C'fC 

system covering the muin line between Lynndyl and Milford. 'fhe C'fC system 

includes remotely controlled power switches for all main-track crossovers, 

between single main iracks and passing sidings, and between main iracks and 

yard/interchange track leads, with appropriately-spaced wayside signals, 'frains 

cun opcrulc in cilher direction on uny track covered by the C'fC system, which 

provides muximum llcxibilily and capacity. The Sharp Subdivision main line 

between Provo and Lynndyl is "dark'' ulthough the muinlinc switches in this 

territory are remotely controlled by the locomotive engineers. 

All IRR Iruin operations arc controlled by a centralized dispatcher 

located in the IRR's headquarters building al Lynndyl 'fhis includes lhc Sharp 

Subdivision and the IRR-owned portion ofthe IPP Induslrial Lead, which do nol 

'̂ As noted earlier, the IPA coal irains arc able lo make several round trips 
between inspeciions. 'fhe maximum distance such Irains travel on the IRR in each 
direction is less than 97 miles (the distance bclwccn the URC interchange al Provo 
and IGS). 
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have C'fC. 'fhc centralized dispatcher controls train operations on lhc dark 

portions oflhe railroad by means of radio coiiiinunicaiions and track wurrunls 

Communicuiions among the dispatcher, train crews, track inspectors 

and supervisory field personnel are conducted using radios connected to the IRR's 

fiber optic/microwave system (described in Part III-F-6 below), 'fhc fiber 

oplic/microwave system is also linked wilh the C'fC system. Each train crew, 

track inspector and field operating and mainlenance-of-way supervisor also has a 

company-issued wireless (cell) phone for emergencies. 

The Failed-Equipmcnl Detectors, or FEDs. installed at appropriate 

intervals ulong the iracks as shown in Exhibii lll-B-l. broadcast a local radio 

signal lo the crew on the affected train. Ifa set-out is required, the train crew uses 

one oflhc double-ended scioui iracks which arc located as described in Pari lll-B-

l-e-iii above and in Exhibii lll-B-l. 

ii. Dispatching of Trains 

'fhe IRR's dispatchers arc based al ils Lynndyl headquarters, 'fhe 

IRR requires only one dispatching disirict or "desk" given its short length (175 

roulc miles) and low iraffic volume compared to olher SARRs that move large 

volumes of Powder River Basin coal iraffic. The dispatching desk is manned by 

one dispatcher three shifts per day, seven days per week, 'fhis desk is responsible 

for dispatching trains, inspedion vehicles and work equipmeni on the IRR sysiem. 

A single dispatching position will have no problem handling the 

IRR's train movements. The entire IRR sysiem is shorter than many crew disiriets 
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on Class I railroads, and the IRR's operations are highly repetitive, 'fhc IRR 

moves only complete trains with very little inlermediale switching (pickups or set 

outs), no local or wayfrcighi trains, and no passenger or commuicr trains. It also 

uses modern, computer-aided train control technology and communications, which 

greatly facilitate the work oflhe dispatcher. 

ill. PTC Implementation Under RSIA 

Under the Rail Safety and Improvement Act of 2008, commonly 

known as RSIA, Class I rail carriers arc directed lo equip irains that operate over 

lines that carry regularly scheduled intercity or commuter rail passenger trains and 

certain hazardous malerials (as defined in DOT regulations) with positive train 

control ("P'fC) systems by December 31,2015." 'fhis is aboui one-third oflhc 

way Ihrough the 10-year DCF period for this case. However, the 11^ is a Class II 

ruilroud bused on ils annual revenue, and il does not carry any inlcrcily passenger or 

commuter irains. Accordingly, although ihe IRR's iraffic group includes some 

commodities that would othenvise require a PTC sysiem, the IRR does nol need to 

equip itself for P'fC compliance. 

^̂  'fhe December 31, 2015 compliance deadline may be postponed; see e-
workpuper "P'fC Extension.pdf which includes the Federal Railroad 
Administration's August 2012 Report to Congress on Positive 'frain Control 
Implementation Status, Issues and Impacts. However, in the absence ofdcfinilive 
information on whcihcr a postponement will occur (Congressional approval is 
required), IPA has assumed for present purposes that the current P'fC compliance 
deadline will stand. 
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Nevertheless, the IRR's road locomotives will operate in run-

through service over UP lines that curry passenger trains and hazardous materials, 

and thus urc subject lo P'fC requirements, ll is likely that an IRR locomotive will 

occasionally be the lead locomolive on such irains while on UP lines 'fhus the 

IRR's road locomotives must have P'fC interoperability wiih UP's locomotives 

when ihcy arc on UP lines, which means they must be equipped wiih onboard P'fC 

appurulus thai is compatible with the P'fC apparatus on UP road locomotives. See 

49 C.F.R. § 236.1006(b)(4). IPA has provided I'or this, as described in Part III-D-

1 -a below 

e. Miscellaneous Aspects of the Operating Plan 

Other eleiiients oflhe IRR operating plan are described in Part III-D 

below, 'fhese include locomotive maintenance facilities and procedures (including 

those for locomotive inspections), und operaiing personnel requirements 'fhe 

IRR's operaiing personnel include 'frain & Engine ("'f&E") crews and non-train 

operaiing personnel involved in management, field supervision and mechanical 

functions. As described in Part III-D-4, the IRR's mainlenance-of-way plan has 

been carefully coordinated with us operating plan and is fully consistent wilh the 

operaiing plan. 
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IIL D. OPERATING EXPENSES 

'fhis seclion describes the IRR's annual operaiing expenses for 

equipment, personnel, infonnation technology, maintenance-of-way. taxes and 

loss and damage, together with the development oflhe related service unils and 

cosls. 'fhc expert wiinesses responsible for the evidence in this Part include Paul 

Reisirup (Operaiing and General & Administrative personnel and equipmeni). 

Joseph Kruzieh (I'f requirements and costs), Philip Burris (locomotive and frcight 

car requirements, personnel compensation, equipmeni lease rates and operating 

unit cosis, taxes, loss and damage cosls and insurance costs), and Gene Davis 

(maintenance-of-way plan, including personnel, equipmeni and cosls). 

IPA Wiinesses 'fimothy Crowley and William Humphrey developed 

train transit/cycle times from the R'fC Model simulation ofthe IRR's operations, 

which is described in Part lll-C-2 above, 'fhe R'fC Model outpui was directly 

used to calculate the IRR's locomotive hours and car hours for the firsi full 

calendar year of IRR operalions (2013) using the methodology accepted by the 

Board in WFA I, slip op. al 33-34.' Operating sialisiics including locomolive 

' In the WFA case both parties and the Board accepted calculation of these 
same operaiing statistics I'or all trains in the peak trallic year and indexed the 
resulting sialisiics lo trafilc levels for the first year in lhc DCF model through use 
ofa tonnage index. Subsequeni to the WFA decision, the complainant in the 
Seminole case (Seminole Elec. Coop.. Inc. v CSX Transp Inc., NOR 42110 
(Complaint filed Oct 3, 2006). and the defendants in AEPCO 20/ / deviated from 
calculating operating statistics for peak-year trafilc, and instead calculated these 
sialisiics for all irains moving in the Base Year and then indexed the resulting 
sialisiics to the first year in the DCF model. IPA adopted this same approach in ils 
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hours, locomotive unit miles, railcar hours, railcar miles and crew starts were 

calculated for all irains moving in the Base Ycar.^ 'fhc locomotive and car 

statistics were then indexed to the first year in the DCF analysis (November 2, 

1012 Ihrough November 1, 2013) based on the ratio of first-year tons divided by 

Base-Year tons, calculated separately for eoal, general freight and inlcnnodal 

irafilc. 'fhe resulting statistics were utilized to determine overall locomotive 

requirements and ear ownership requircmenis, as shown in c-workpapers "IRR 

Operating Statisiics.xls'' und "IRR Car Cosls.xisx '' 

'fhe actual locomotive and ear hours and as.sociatcd expenses 

derived from transit/cycle times for any year would be lower than tho.sc presented 

herc because the average number of daily trains coniaining IRR iraffic moved 

during each year from 2013 fonvard is smaller than the daily trains moved by the 

IRR during ihe peak one-week period oflhc peak year, which occurs in 2022. 

'fhus lhc IRR's transii/cycle limes should be faster on a daily average basis for the 

entire year than as compared to the peak week. 

opening evidence in Docket No. 42127 (see e-workpapcr "IPA 42127 Ill-D.pdf' at 
llI-D-1, 2), and UP concurred wilh ils use (.vee e-workpaper "UP 42127 Part 
III.D.pdf at Ill.D-88). IPA is using the same approach in this case, and has 
calculated operating sialisiics for the Base Year rather than the peak year. IPA 
othenvise used the methodology accepted in WFA I to develop ihe operating 
statistics from the R'fC outputs. 

^ Development oflhe IRR's locomotive miles, car miles, locomotive hours 
and car hours is shown in e-workpaper "IRR Ba.se Year 'I'rains.xlsx." 
Development of'f&E crew requirements is shown in e-workpaper "IRR Crews 
Hotels 'faxis xlsx."' 
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'fhe IRR's annual operating expenses for its Ilrst full calendar yeur 

of operations (2013) are shown in 'fable III-D-1 below. 

TABLE II I -D-I 
IRR 2013 OPERATING EXPENSES 

(S Millions) 
Locomotive Lease 
Locomolive Maintenance 
Locomolive Operations 
Railcar Lease 
Materials & Supply Operating 
'frain & Engine Personnel 
Operating Managers 
General & Administrative 
Loss & Damage 
Ad Valorem 'fax 
Maintcnance-of-Way 
Insurance 
Startup and 'fraining 

Total 

$ 1.51 
$ 0.99 
$15.12 
$ 5.09 
$ 0.22 
$ 3.03 
S 2.98 
$ 7 36 
$ 0 06 
$ 0.93 
$ 4 95 
$ 1 64 
$ 1.70 

S45.58* 

'fotal may differ slightly from the sum oflhe 
individual ilcms due to rounding. 

'fhe sources ofthe numbers in 'fable III-D-I arc c-workpapers "2013 Operaiing 

Cosls.xisx"' and "IRR Operaiing Expense.xls." 

1. Locomotives 

The IRR's locomotive requirements are summarized in Part lll-C-1 

above, 'fhc IRR uses a single locomotive lypc: GE ES44-AC road locomotives 

(the IRR does nol need any locomotives dedicated lo yard swiiching). 'fhc IRR 

needs a total of 14 ES44-AC locomolives to tran.sport ils trains moving in the first 

full year of operations, including spares. 
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a. Leasing 

'fhe IRR leases all ofits ES44-AC locomolives. fo determine the 

costs associated wiih these locomotives, IPA's experts used an annual lea.se cost of 

S{ }•* based on a UP lease for ES44-AC locomotives dated { 

}, produced by UP in discover)'.** Application of these annual lea.sc amounts 

results in a total locomolive lease expense of S{ } for the first full year 

of operations (2013). 

As explained in Pan IlI-C-l-c-ii. supra, IPA's experts used a 

locomolive spare margin of { } perceni, based on UP's actual experience as 

shown in malerials il produced in discovery in Docket No. 42127. IPA's experts 

also applied a peaking factor of { } percent, 'fhc peaking factor was calculated 

using the same approach approved by the Board in WFA /. slip op al 33-34 and 

AEPCO 2011, slip op. al 32-33. In particular, the peaking factor is equal to the 

irains moving in the March 7 lo 13, 2022 peak week divided by ihe average 

number of trains moving per week in 2022. 

b. Maintenance 

'1'he IRR's locomolives are inspected and maintained at N. 

Springville, U'f, wherc the IRR has provided a locomolive mainienance facilily lo 

^ Unit costs are shown herein al 4Q12 levels. 

•* See e-workpapers "Lease PayiTienls-ES44AC.xls.'" This includes a cosl of 
S{ [ I'or equipping euch road locomotive with Positive 'frain Control 
("PTC) apparatus, which was developed from information provided by UP in 
discovery in Dockci No. 42127 in spreadsheet "P'fC.xIsx," labs ''cost model" and 
"locomotive.'' 
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be used by ils locomotive mainlcnance contractor.* Locomotives requiring 

inspection or maintenance used for inierline coal and other movements with UP 

arc exchanged with power on the trains at Provo as necessary lo enable ihem to 

cycle through the locomotive shop. Locomotives on trains that do nol operate 

through Provo (i.e., the trains operated overhead between Lynndyl and Milford) 

arc inspected and mainlained on lhc residual UP. 

With regard lo locomotive inspections, the FRA recently changed its 

locomolive inspection rules to provide for inspection intervals of 184 days, rather 

than 92 days, "for all locomolives equipped wilh microprocessor-based control 

.sy.stcms wilh self-diagno.siic capabililies."* 'fhe new ES44-AC locomolives being 

leased by the IRR have such systems and capabilities, and thcrcforc rcquirc 

inspection al 184-day inlen'als rather than the 92-day inspection intervals required 

priorioJune8. 2012. 

An annual mainlenunce cost of S{ } per locomolive (al the 

4Q12 level) is used for the IRR's ES44-AC locomotives, 'fhis amount is based on 

a Locomotive Mainlcnance Services Agreemeni between UP and { 

}. 'fhe locomolive mainienance cosl for ES44-AC locomotives for 

^ 'fhis facility is shown on page 1 of Exhibii lll-B-2. It is described in more 
detail in Part lll-F-7. infra 

'' See Locomolive Safely Standards. 77 Fed. Reg. 21,312 (Apr. 9, 
2012)Federal Rcgisler/Vol. 77, No 68 (April 9, 2012) (copy included as c-
workpaper ''Loco Inspeeiions.pdP'). 'fhc new rules became elTective on June 8. 
2012. 
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the first five years oflhe DCF model are based on { 

\ l-'or the remaining five years oflhe DCF Model, 

mainienance for ES44-AC locomolives acquircd al the start-up ofthe model urc 

bused on { } 

In addilion lo normal locomotive maintenance costs, the IRR incurs 

periodic overhaul cosls for ils locomotives. For ES44-AC locomotives the costs 

arc incurred every six years^ and arc annualized to equal S{ } per 

locomotive (4Q12).** 

'fhe total locomotive maintenance cost for the IRR equals $989,222 

in the first full year of operations.*' 

c/d. Servicing (Fuel, Sand and Lubrication) 

A contractor fuels, sands und lubricates locomotives as required al 

the IRR'S N. Springville locomotive maintenance facilily. Locomotives are 

removed from emply coal irains on the Coal Wye iracks al Provo or the nearby 

IPA car repair facilily as necessary for fueling, scn'icing and inspection at separate 

' 'fhe typical overhaul period is one overhaul ever)' eight years. However, 
as the IRR hus a relatively high average ulilization for locomolives of 12,638 
miles per year, the average overhaul period has consen'ativcly been shortened to 
one overhaul every six years. 

" See e-workpaper "IRR Loco Ovcrhaul.xls." 

'' See e-workpapcrs "IRR Operaiing Expense.xls" and "111-D-l Locomotive 
Cosl p d f 
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facilities provided for this purpose.'*' Freshly fueled and serviced locomotives are 

placed on the corresponding loaded trains on the Coal Wye iracks or the IPA car 

shop for movement lo IGS or the Milford inierehange wilh UP. Locomotive 

fueling is perfomied using tanker trucks (commonly known as direct-lo-

loconioiivc or "D'I'L" fueling). 

'fhe locomotives on the overhead iruins moving between Lynndyl 

and Milford do nol require fueling while on the IRR and arc fueled by UP. 'fhe 

IRR fuel cost is based on the average price per gallon UP paid for fuel al Provo, 

U'f for the period Januar)' 2011 Ihrough June 2012" of ${ } per gallon, 

indexed to a 4Q12 level of ${ } per gallon, 'fhe 4QI2 price per gallon is based 

on the change in UP's overall actual fuel price 'fhis is the same indexing 

methodology used by UP in ils November 10, 2011 rcply evidence in Docket No. 

42127 (see e-workpaper "UP 42127 III.D.pdf al lll.D-IO). Other IRR locomotive 

servicing cosls (primarily sand and lubrication) are based on a cost of .S{ } 

per diesel unit-mile calculated using UP's 2011 R-l and infomiation provided by 

UP in discovery in Bales document 1PA2-000004750 (reproduced in e-workpaper 

"2011 & 2012 Lube Oil cosls.xisx"), wilh the cosl indexed to 4Q12 See e-

workpaper "Loco Scn'icing Cost.xis." 

'** All IRR locomolives are removed from the train in the case of emply coal 
trains interchanged with URC at the IPA car repair facility near Provo. 

" UP provided only summary data forthis 18-month period, and did not 
provide monthly data. 
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i. Fuel Cost 

As staled above, the IRR's fuel price per gallon is based on the 

actual price per gallon paid by UP al Provo for the period January 2011 through 

June 12, indexed lo 4QI2. 'fhe fuel price paid al Provo was provided by UP in 

discovery in Bates document 1PA2-000001140 (reproduced in e-workpapcr "III-

D-I Locomotive Costpdf). 'I he cost used in IPA's analysis includes the price of 

fuel, transportation and D'fL service as shown in the UP discovery document 

ii. Fuel Consumption 

'fhe average fuel consumption for the IRR's road locomolives is 

based on UP's average fuel consumption for irains moving over the lines 

replicated by the IRR. For a train lo be included in the fuel consumption 

calculation, at least 75 perceni oflhc locomolives must be ES44-AC locomolives 

(the locomotive lypc used by the IRR). 'fhc average fuel consumption for irains 

meeting this criterion for the period Januar)' 2010 Ihrough August 2012 equals 

{ \ gallons per locomolive unit mile. See c-workpaper "IRR Fuel 

Consumplion.xlsx.'' 

'fhis methodology used for calculating average fuel consumption for 

the IRR is the same methodology relied on by UP in its reply evidence in Docket 

No. 42127 (.see UP Reply Narrative at lll.D-l I lo 13) wiih three exceptions. First, 

UP included irains wiih 50 percent or more oflhe consist comprised of ES44-AC 

locomotives IPA increased the percentage to 75 because the ES44-AC is the 

predominant Lype of locomolive used by the IRR. Second, UP included all irains 
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moving in Ulah, rather than limiting the irains lo those moving on lhc lines 

replicated by the IRR, us IPA has. 'fhird, UP relied on 2010 fuel consumpiion 

data: IPA has added the fuel consumption data provided by UP in discovery in this 

proceeding (i.e., for the period January 2011 through August 2012 which is the 

most curreni data available). 

2. Railcars 

a. Leasing 

'fhc IRR uses a mixture of IRR-providcd cars, foreign cars and 

privale cars. For IRR-provided eoal cars, IPA's experts developed lease cosls on 

the basis of full service leases, 'fhe full service lease cost per car for IRR-

provided equipped (roiar)') gondolas and steel hoppers equals S{ } per year 

und ${ [ per yeur, respeciivcly, as of 4Q12. 'fhe lease cost for equipped 

gondolas and hopper cars is based on recent UP lease agreements provided by UP 

in di.scovcr)'.'^ 

Car costs for non-coal traffic moving in railcars owned by foreign 

railroads arc based on lime and mileage by car lypc developed from UP's 2011 

R-l. For non-coal trafilc moving in UP equipment, annual full service lease costs 

were developed for each car lype from information provided by UP in discover)' 

or from publicly available sources '̂  A weighted annual car cost for each car type 

was then developed bused on lhc percentage each ear type moves on the IRR 

'̂  See e-workpapcrs "lll-D-2 Car Costs.pdP' and "IRR Car Co.sts.xlsx " 

' ' I d 
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sysiem. 'fhe weighted average annual car cosl was ihen converted lo a cosl per 

hour and cost per mile and applied lo the car hours and car mites for the 2011 Base 

Year irains. 

'fhe cars provided by the IRR for non-coal irafilc include boxcars, 

covered hoppers, gondolas, open-lop hoppers and fiat cars, 'fhc annual full 

service lease cosl per car I'or each car lype is as follows: 

Boxcars $5,150 
Equipped Bo.xcar ${ [ 
Gondolas $5,236 
Covered Hoppers ${ } 
Open-top Hoppers ${ } 
Flul Curs $5,082 

'fhe lease costs for each car type is based on cilher current UP lease agreements 

provided by UP in discover)', or the most recent Railway Age Guide to Equipment 

Leasing in which the specific car type is found, wilh all lease cosls indexed to 

4QI2 using the AAR Equipment Rents-West Region. See e-workpaper "IRR Car 

Costs.xls'' 

'fhe IRR's freight car requirements include a spare margin of 5.0 

perceni 'fhis is the same spare margin used by both parties in AEPCO und was 

based on a review of UP and BNSF transportation coniracls provided in discovery 

in that proceeding. See Opening Evidence of Compluinanl AEPCO, Narrative 

(Public Version) al lll-C-15, AEPCO 2011 (filed Jan. 25, 2010); Rebuttal 

Evidence of Complainant AEPCO, Narrative (Public Version) at lll-C-16, AEPCO 

2011 (filed July I, 2010). In addition, the 5.0 percent spare margin for shipper-
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provided cars was accepted by the Board in WFA I, slip op. al 39 and Otter Tail, 

slip op. al C-5, and was also based on evidence oflhe iransportation contracts 

provided in discovery in those proceedings, 'fhc transportation contracts provided 

by UP in this proceeding do not specify spare margin rcquircments and therefore 

cannot be used lo dcmonstraic common indu.slr)' practice. As a rcsult IPA is 

relying on public infornialion of common industry pruclicc on the railcar spare 

margin as shown in public testimony and S'fB decisions. 

b. Maintenance 

As discus.sed above, the IRR uses full service ear leases for the 

railcars it provides. As the full service lease payments include maintenance cosis, 

no other maintenance cosls are included. 

Shippers who supply railcars for their coal movemeiils make their 

own separate arrangements for maintenance ofiheir cars, either at destination 

puwer planis or al existing contract-repair facilities on or near the route of 

movement 

'fhe IRR needs a total of iwo End-of-'frain Devices ("EO'fD''), 

primarily for work trains, 'fhe IRR's revenue irains do nol need EO'fDs because 

Ihcy have DP locomotives on the rear. Dciails concerning EO'fD expenses arc 

shown in e-workpaper "IRR Malerials and Supplics.xls." 

c. Private Car Allowances 

For IRR coal movements that occur in private cars, the ears are 

provided per diem and mileage-free under the terms oflhc rclcvani UP 
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irunsporiation contracts and pricing aulhorilies. 'fhat is, the cars are provided free 

of charge lo UP and the freighi rale refiects the fact that UP/URC urc not incurring 

car costs. 

Because UP docs nol pay privale car allowances for coal movements 

in privale ears, and because the IRR is replacing UP wilh respect to its eoal iraffic, 

the IRR also pays no mileage allowances wilh respect to coal movements in 

privale ears. 

Wilh respect lo privale ears used for non-coal Irafilc, IPA's experts 

have included a private car charge per car-mile by car lypc. which is applied lo all 

private car-miles on the IRR. 'fhc privale car mileage charge by ear type was 

developed from data conlained in UP's 2011 R-l. See c-workpaper "IRR Car 

Costs.xls." 

3. Personnel 

'fhc IRR is a small SARR, particularly comparcd to most SARRs 

that handle Powder River Basin coal traffic. Ii is a non-unionized Class II rail 

carrier only 175 rouie-miles in length, and thus does not need the kind or level of 

stafilng typical ofa unionized Class 1 railroad such as UP (or even large SARRs 

that handle primarily Powder River Basin coal irafilc). 

a. Operating 

i. Staffing Requirements 

'fhe IRR's operaiing personnel include Irain crews as well as olher 

operaiing employees, including the senior management staff based ut the railroad's 
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Lynndyl headquarters and line supervisory and olher field employees in the 

'fransportalion and Engineering/Mechanical departments, fhe stuffing plun I'or 

these operating personnel was developed by IPA Witness Paul Reistrup, who has 

substantial experience in senior management and operalions al several railroads 

and is a recognized expert in the field of railroad operations. 

(a) Train Crew Personnel 

'fhc IRR requires a total of 30 'I'&li crew members lo transport ils 

first-year trains, 'fhis count is based on the number of trains moving over lhc 

various parts ofthe IRR system during the Base Year (indexed to refiect first-year 

traffic levels), and the crew districts/a.ssignments developed by Mr. Reistrup, as 

described in Part lll-C-2-c. supra ('fhe IRR does not need any switch crews), 'fhc 

R'fC simulation was used to confirm that almost all train crews operaiing in these 

crew districts can complete each lour of duty wiihin 12 hours, as required by 

federal law. Development oflhe IRR's first-year crew requirements based on Mr. 

Reistrup's crew districts and yard crew a.ssigniiienls, and on iraffic levels, was 

performed by Mr. Burris. Details on the development oflhe IRR's 'f&E personnel 

are provided in e-workpaper "IRR Crews Hotel 'faxis xlsx.'' 

Consistent wilh Board precedent, 'f&E crews were developed using 

the lolal number of crew starts as detemiincd by the actual train counts over the 

entire Base Year. See Xcel 1,1 S.'f.B. al 644-45. In Xcel I, the Board determined 

crew requirements based on all trains moving in the peak year rather than 

exirapolaling peak-week crew requirements to a full year of traffic: the peak-year 
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crew requirements were then indexed back lo traffic volumes in the first year of 

the DCr model. Here, crew requirements arc determined following the Xcel I 

precedent. / e , using all trams moving in the year rather than extrapolating peak-

week crew requirements to a year's trafilc volume, 'fhe only difference is that the 

crew requirements arc determined for all irains moving in the Base Year and 

indexed lo iraffic volumes in the first year ofthe DCF model, rather than for all 

irains moving in the peak year and indexed lo trafilc volumes in the first year of 

the DCF model. As staled previously, this methodology is the same as that 

followed by the complainanl in Seminole and the defendants in AEPCO 2011, and 

used by both IPA in UP in Dockci No. 42127. 

Review oflhe results oflhe R'l'C Model simulation indicates that the 

crews on only iwo oflhc 208 total irains operating during the nine-day simulaiion 

period needed to be relieved due to exceeding the maximum permissible lime on 

duly under the hours-of-service law. 'fhe total number of crew starts from each 

relevant crew base was adjusted upward to rcfiect re-erewing. 'fhc crew start 

count was used to determine the total number of'f&E crews rcquircd using the 

standard fomiula employed by the Board lo determine how many crews are 

required lo cover the number of crew starts assuming that each crew member is 

available 270 days per year. Xcel 1,1 S 'f.B. al 644-45. 

(b) Non-Train Operating Personnel 

'fhe IRR's staffing requirements for operating personnel other than 

train crews and mainlcnancc-of-way ("MOW) personnel are summarized in 
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'fable lll-D-2 below. MOW personnel and compensation are discussed separately 

in Part III-D-4. 

TABLE l l l - l ) -2 
IRR NON-TRAIN OPERATING PERSONNEL 

Position 
Vice President - Operations* 

Dirccior of Operalions Control 
Managers of'frain Operations 
Manager of Locomotive Operations 
Crew Cullers 
Dispatchers 
Manager of Operating Rules, Safely & Training 
Customer Scn'ice Managers* 
Chief Engineer 
Manager of Mechanical Operations 

Total 

No. of Employees 
1 
1 
3 
1 
5 
5 
1 
2 
1 
1 

21 

'fhis staffing level refiects the staffing level proposed by Mr. 

Reistrup on behalf of the complainants in WFA I, and accepted by the Board in 

that case (id. slip op. al 42), with reductions where warranted due lo the IRR's 

considerably smaller trafilc densiiy and lack of yard switching activity as 

compared wilh lhc SARR in WFA I Mr. Reistrup has also moved several 

positions that he included in the General & Administrative ("G&A") personnel for 

lhc WFA I SARR lo the IRR's operaiing personnel for consistency with the 

approach used by the Board in WFA I. These posiiions are denoted by an asterisk 

in 'fable IlI-D-2. A description of each operating position shown in this table is 

provided below. 
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(I) Headquarters Transporiaiion 
Management 

'fhe IRR's Operating Dcpurtmeni is headed by the Vice President-

Operations, 'fhc Vice President-Operations is responsible for the railroad's 

transportation, cuslonier service, marketing, engineering and mechanical 

functions.'' 'fhe Direclor of Operations Control, who reports to this Vice 

President, supen'ises ull train operations and the IRR's field operating managers 

(described in the next sub-section). He also supervises lhc IRR's Crew Callers 

and Dispatchers. 

'fhe IRR's crew-calling sy.stcm is automated. Il is augnienied by one 

Crew Caller position that is on duly 24/7/365 (thus rcquiring live employees), 'fhe 

Crew Caller is also available to answer questions that cannot be dealt with by an 

aulomaied sysiem. 

'fhe IRR has one train dispatching district or "desk.'' wilh one 

Dispatcher position manned by five employees on a 24/7/365 basis. A single desk 

is sufficient given that the IRR .system has only 175 route-miles long (and thus is 

shorter ihan many UP mainline road crew disiriets) and that the maximum number 

of trains dispatched on the IRR sysiem in any day during the peak week ofthe 10-

year DCF Model period is only 28. See the R'fC diagnostic outputs from 

'*' '1'he IRR has a lolal of four senior executives - the Presideni and three 
Vice Presidents including the Vice President-Operations, 'fhcsc executives share 
a pool of two Admini.stralive A.ssislants who arc included in lhc G&A personnel 
described in the next seclion. 
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c-workpaper "IPA Open Final.zip" (the maximum number of irains dispatched on 

any given duy occurs on 'fhursday. March 28, 2022). 

fhe Manager of Operating Rules. Safety & training also reports lo 

the Vice President-Operations. This individual interfaces with the FRA in matters 

pertaining lo rules and operaiing practice, and is responsible for the IRR's 

operaiing timetable, operating rules, and related instructions. A single position is 

warranted to supervise the rules, safety and training funclion because oflhe IRR's 

limilcd geographic scope, relatively low traffic densiiy compared wilh the SARRs 

in olher reecnl coal rale ca.scs, and the small total number of employees. 

'fhe IRR's Customer Service Managers arc included wiihin lhc 

operations/transportation function, consistent with the approach followed by the 

Board in the WFA case, 'fhe IRR requires two Customer Service Managers (as 

well as a Marketing Manager who is included wilh Ihe IRR's G&A slull). 'fhe 

IRR has no need for a larger slafi'of customer service personnel because ofthe 

size and nature of its traffic group. Customer Service Managers monitor train 

locations, maintain contact with customers at the IRR's local origins, and answer 

customers' questions concerning the locations of specific irains on the IRR 

system, 'fhc IRR serves only one location (the Sharp loadout) where coal irafilc is 

originated and only one location (IGS) wherc coal traffic is temiinaied, as well as 

four locations where relatively small volumes of interline nun-coal Irafilc are 

originated or terminated. It also handles a maximum of only 28 trams per duy. 
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most of which are non-coal overhead irains that arc originated and terminated by 

UP wilh the maximum haul on the IRR being 89 miles. 

Given these facts, the IRR docs nol need 24/7 coverage oflhc 

customer service funclion. Most customer service inquiries, particularly for non-

coal Iraffic, will be direclcd to UP rather than the IRR. Almost all customer calls ^ 

to the IRR will occur during normal business hours, which is when Ihe IRR's twu 

customer service managers are on duiy.'^ 'fo the extent the IRR receives customer 

sen'icc calls (including possible calls from UP) at olher times, the calls can be 

taken by the dispatcher on duty who will nut be ver)' busy given the IRR's limited 

train activity (an average of just over one train per hour on the peak day), 'fhc 

Dispatcher cun call on the Manager of'frain Operations on duly for further 

assistance wilh cuslumer or UP inquiries as needed. 

(ii) Field Transportation Management 

'fhc IRR needs one Manager of Train Operations ("M'fO") and one 

Manager of Locomotive Operations ("MLO") These posiiions. which report to 

the Director-Operations Control, urc the equivalent ofthe 'frainmasier and Road 

Foreman of Engines posiiions on a Class I railroad 

fhe M'fO is stationed al the IRR's Lynndyl headquarters, 'fhis is a 

24/7 position wilh 12-hour shifis: thus a total of three employees are needed to 

siafi'lhc position, 'fhe M'fO is responsible I'or managing train operations and for 

'" One will be on duty from 6 AM to 3 PM, and the olher will be on duty 
from 10 AM to 6 PM. 
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supervising train crews, 'fhc M'fO also performs FRA-mandated and olher 

appropriate tcsiing, and responds to and investigates accidents and day-to-day 

operational issues. One position is .sufilcienl since the IRR's total route mileage 

(175) is .smaller than many Class I railroad subdivisions. 

'fhe MLO is responsible for the safe and efileieni handling of 

locomotives and trains by the IRR's locomolive engineers. He is an FRA-certified 

locomotive engineer and qualified on all ofthe IRR's roulc miles. He perfomis 

FRA-mandaled testing and obscn'ation of engineers in train handling, efficiency 

testing, and other assistance as needed. A single individual can easily cover 175 

route miles given the relatively low frequency of train operalions (particularly easl 

of Lynndyl) and the fact that he does not have to cover each crew district ever)' 

day. 

'fhe IRR does nol have any yards where classification swiiching or 

1.000/1,500-mile car inspections arc performed, 'fhus il docs nol need any yard 

supen'isory employees or equipment inspectors. Nor does the IRR need any crew 

haulers, for ihe rea.sons set forth in WFA I, slip op. at 42. 

(iii) Engineering and Mechanical 
Management 

'fhc IRR's small size and iraffic volumes mean that it docs not need 

a separate vice president lo oversee the engineering and mechanical functions -

such top-heavy staffing is more typical of Class I railroads. Instead, the IRR has a 
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Chief Engineer and a Manager of Mechanical Operations based at its Lynndyl 

headquarters, 'fhcsc individuals report to the Vice President-Operations 

'fhe Chief Engineer oversees the IRR's engineering function, 

including, in particular, mainienancc-of-way and structures, and supervises the in-

house MOW slalT. He or she is also responsible for contract mainienancc and for 

general oversight of contractor performance, 'fhe Manager of Mechanical 

Operalions oversees the IRR's mechanical funclion (including budgeting), and 

interfaces with ihe locomotive and ear maintenance conlraeiors. 

ii. Operating Personnel Compcn.sation 

'fhc salaries and benefits I'or the IRR operaiing personnel described 

above are based on comparable and conipeiiiive compensation packages presently 

available in the railroad iiidublry. Specifically, the annual salaries for the non-train 

operating personnel (olher than the Vice President-Operations) are based on dutu 

conlained in UP's 2011 Wage fonn A&B Reports provided in discovery. 

'fhe .salar)' for the Vice President-Operations of $249,000 is based on 

lhc average salaries paid to senior executives employed by the Providence and 

Worcester Railroad Company ("P&W), a publicly held regional railroad, as 

shown in ils April 25. 2012 Proxy Siaiement to Shareholders."^ fhc P&W 

operates 518 route miles in the northeastern Uniied Slates and the salaries paid to 

'̂ ' 'fhis calculation includes salaries and bonuses paid to senior executives 
(excluding the Chairman/CEO) employed by P&W for the enlire year 2011. 
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P&W executives arc far more in line with what executives al the smaller, Class 11 

IRR would earn ihan are the salaries paid by UP lo its executives. 

'fhe salar)' I'or the IRR's conductors ($64,748) is equal to the 

average wage paid to railroad conductors earning the lop 10 pereent of wages in 

the Slate of Ulah in 2011 as reported by Salary.eom. See c-workpaper "lll-D-3 

Salarics.pdf" 'fhe salary for the IRR's locomolive engineers is calculated by 

increasing the wage for conduciors reported above by the percentage difference in 

the wages for engineers and conductors on the UP in 2011 as reported in UP's 

Wage Forms A&B. 

'fhe fringe benefil ratio for ull IRR employees of 41.3 perceni is 

bused on the average fringe benefit ratio for ull Class 1 railroad employees in the 

Uniied States in 2010 as reported by the AAR (2010 is the most current yeur 

reported on the AAR's website for this information). See c-workpaper "lll-D-3 

Salarics.pdf I'ringc benefits for all Class I railroad employees in lhc U.S. were 

used as the ARR no longer reports the fringe benefit paid to railroad employees on 

a siate-by-slate basis. 

b. General and Administrative 

i. Iniroduction 

'I'he IRR's general and administrative ("G&A") personnel and 

equipmeni needs were developed primarily by IPA Wiiness Reisirup, who has 

held various execuiivc and senior managcmeni positions al Class I and oihcr 

railroads (including the Presidencies of Amlrak and the former Monongahela 
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Railway, a coal-hauling railroad in lhc Eastern Uniied States thai is roughly 

comparable in size and irafilc volume to the IRR).'^ 'fhc G&A staffing and 

equipment fur the infonnation leehnolog)' function were developed by IPA 

Witness Joseph Kruzieh. Employee compensation and equipmeni costs (olher 

than for computers and related equipment) were developed by IPA Wiiness Philip 

Burris. 

In developing the G&A sialTiiig for the IRR in the instant 

proceeding, Mr. Reistrup drew upon two principal sources: his executive and 

managerial experience in the railroad industr)', and his experience in developing 

G&A staffing levels in olher SAC rate cases, including in particular the WFA ca.se, 

in which the G&A staffing level he developed for ihe complainant's SARR and 

proposed to the Board was largely accepted for a SARR that had much higher 

route miles, traffic densiiy, and revenues. Unlike the IRR, the SARR in WFA was 

a Class 1 railroad. 

For the Board's convenience, Mr. Reisirup has siruclurcd the IRR's 

G&A stalT along the lines oflhe G&A staff for the SARR in WFA - although he 

notes that this departmentalized structure is more typical ofa Class I railroad, and 

" IPA's mainicnance-of-way wiines.s, Mr. Gene Davis, developed the 
IRR's cnginccriiig sialT (reporting to the Chief Engineer) and equipment needs. 
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thai olher organizational approaches, with fewer personnel und a fiaitencd or "de-

layered" approach, would more Iikcly be used by a start-up regional railroad.'" 

'fhc G&A staffing level developed by Mr. Rei.strup (assisted by Mr. 

Kruzieh) for the IRR consists ofa totul of 26 persons, excluding the Vice 

President-Operations and the Customer Scn'ice Managers who - consistent with 

the Board's treatmeni in WFA - arc categorized as non-train operaiing personnel 

rather than G&A personnel. As described in more detail below, the functions 

performed by lhc IRR's 26 G&A personnel are .similar to the functions for lhc 

SARR G&A personnel described by Mr. Reisirup in the complainants' opening 

evidence in WFA, albeit on a reduced scale given the substantial disparity in the 

scale oflhc railroads' operations. 

In comparing the IRR's staffing needs wilh those ofthe SARR in the 

WFA case, Mr Reistrup first notes thai the IRR's roulc miles (174.96) and irack 

miles (213 08) are lower than the roulc miles and track miles of either the WFA I 

SARR (218 route miles and 446.75 track miles) or the WFA II SARR (304 roulc 

miles and 443.55 track miles). 

'" From 1988 to 1992. Mr. Reisirup headed the Monongahela Railroad 
("MGA'"). which was a regional (two-state) coal-hauling railroad, 'fhc MGA had 
a general office stafi'consisting of four persons - the President (Mr. Reistrup) who 
also served as personnel director, a Manager of Marketing, a 'freasurer who also 
served as revenue accountant, and a chief of police, 'fhc MGA's non-train 
operating personnel consisted of four people, a Senior 'frainmasier, a Road 
I'orcmun of Engines, an Engineering Officer who was in charge of mainienancc-
of-way, and a Bridge Engineer. The MGA was comparable in size to the IRR, 
wilh annual traffic volume of about 30 million tons. 
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'fhe IRR's route miles and track miles likewise are lower than IPA 

had proposed in Docket No. 42127. In that case, IPA proposed a SARR wilh 

278.67 route miles and 329.77 track miles, 'fhe present SARR's route miles and 

track miles arc 62.8% and 64.6%, respectively, ofthe levels IPA had proposed in 

Docket No. 42127. 

Most importantly, the IRR has considerably lower iraffic volumes 

and density ihan either the WFA I SARR or the WFA II SARR. 'fhe WFA I SARR 

carried 219.1 million tons in ils peak year, and the WFA II SARR carried 68.3 

million tons in ils peak year, 'fhe IRR carries only 25.9 million tons in its peak 

year, a small fraction oflhe WFA levels. Although the IRR carries iniermodal and 

general freight traffic in addilion to coal iraffic, most oflhc non-coal Irafilc moves 

in overhead .service only 89 miles on the IRR system, with a few cars carried on 

Ihrough irains that ure originated or terminated at local industries. With respeci lo 

coal traffic, both the WFA SARRs and the IRR sen'c a single power plant 

destination, and thus move only one customer's coal in local sen'icc. However, 

the WFA SARRs both serve a total of 16 coal origins, whereas the IRR scn'cs only 

one coal origin (lhc Sharp loadout)'^ and serves only two interchange points where 

it receives coal traffic originated by other carriers (Provo and Lynndyl, U'f - lhc 

IRR interchanges coal irains wilh both UP and URC at Provo). 'fhe WFA SARRs 

'̂  'fhe IRR also serves a few origins/destinations for non-coal traffic which 
is interlined wilh UP. 
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move much morc coul iraffic for a much larger number of cusionicrs to 

considerably more destinations than does the IRR. 

Finally, the IRR's lolal annual revenues do nol exceed $155.0 

million in any year during lhc 10-year DCF Model period, 'fhis is less than 42 

percent oflhe WFA II SARR's highest total annual revenues ($372.7 million; see 

WFA II, slip op. al 34), and the IRR is a Class II rail carrier rather than a Class 1 

earner, 'fhis simplifies the IRR's treasury and financial reporting requirements. 

For all of these reasons, the G&A slaffing level for the IRR should 

be smaller than the G&A slaffing level approved by the Board for the WFA /and 

WFA II SARRs. In this regard, in several recent SAC rale cases, the defendant 

railroads have purported lu ''benchmark'* the SARR's G&A stalling against 

suppo.sed "peer groups,'' including small Class 1 railroads such as the Kansas City 

Soulhem Railway ("KCS") or short-line holding companies such as (pre-merger) 

RailAmcrica or Genesee & Wyoming Inc. Mr. Reisirup submits thai those 

companies have far more complex trafilc pattems and operations than the IRR, 

and that die only remotely appropnate benchmarks (taking into accounl traffic and 

revenue difi'erences) are the siafilng level accepted by the Board in WFA I and 

WFA II or the MGA staffing level. 

It is important lo recognize that the G&A slaffing for the IRR will 

nol even remotely resemble the typical large ofilce building-ba.sed siafilng for a 

Class I railroad in which the railroad's executives rarely interact with non­

executive members oflhe G&A stafi'. In that lype of large corporate structure, the 
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executives oflhe company often arc housed on a separate fioor from many oflhc 

company's middle managers and bottom-layer stalTmembers, und may rarely, if 

ever, have any personal interaction wiih ihat stafi'. Conversely, the IRR's G&A 

staff easily could be housed on a single fioor of an office building all within a 

matter of 50 lo 100 feel of each olher. 'fhe positions identified in IPA's G&A 

evidence will be filled by a President and employees who know each other well 

and will be accustomed to working together, 'fhc notion of introducing excessive 

middle managcmeni inlo thai type of close working environment would be 

antithetical to good business praciices. 

Docket No 42127 

Before describing the details uf ils G&A staffing evidence in the 

present case. IPA first presents a summary ofthe G&A evidence and disputes 

from Docket No. 42127, given the relative similarity ofthe two SARR sysiems. 

In Dockci No. 42127, the parties submitted evidence on lhc subjecl 

of G&A staffing and expense thai resulted in a relatively narrow dispuie. In 

particular, IPA proposed a G&A expense level of $7.08 million on opening and 

UP proposed a G&A expense level of S8.69 million on rcply.̂ ** Accordingly, the 

dispute between the parties on G&A expense (i.e., a difference of $1.61 million in 

2011 operaiing expense) amounted lo a difference of 22.7% over IPA's opening 

levels, 'fhis disparity is very narrow as compared wilh the G&A disparity in many 

"̂ See c-workpapers "IPA 42127 Part III-D.pdr al III-D-3 and "UP 42127 
Partlll.D.pdrallll.D-2. 
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prior SAC cases. See, e g , AEPCO 2011, slip op. at 55 (the railroads' G&A 

stafilng proposal reficcied a 242% increase over the complainant's proposal). 

IPA argued on Opening that the G&A slaffing for the SARR should 

be based upon the accepted stafilng level oflhe SARR in WFA I, but that the 

Slaffing level for the IPA SARR should be slightly lower than in WFA I becau.se of 

the IRR's lower track miles, iraffic volumes, and densities. See c-workpaper "IPA 

42127 lll-D.pdP' at III-D-23-24. Specifically, IPA suggested that the staffing 

level for the IRR should be 24 (including three outside directors), rather than the 

36 G&A employees accepted in WFA I. 

In ils Rcply Evidence, UP concurred with IPA's argumenl that the 

WFA I decision set an appropriate benchmark I'or the case and that the SARR 

staffing levels should be below those accepted in WFA I See e-workpaper "UP 

42127 Part III D pdf al III D-20 ("UP agrees ihal WFA I is a reasonable 

benchmark and that IRR's staffing should be lower than that acccplcd in WFA I in 

some respects '') (emphasis added). Nevertheless, UP argued that IPA hud 

reduced the WFA I SARR's G&A staffing level by loo wide a margin. Insiead, 

UP claimed thai a G&A staffing level of 31 individuals (not including outside 

direciors) was required. Id. at lll.D-21 ("UP's propo.sed G&A sialTof 31 for IRR 

is five fewer than lhc 36 G&A staff the Board accepted in WFA I.")}' 

'̂ The icn-cmploycc overall difference in SARR staffing levels proposed by 
the parties in Docket No. 42127 reficcied the following individual stafilng 
difi'erences: (a) one administrative assistant; (b) one marketing manager; (e) three 
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Notwithstanding the fact that the IRR in the instant proceeding is 

substantially smaller than the SARR from Docket No. 42127 (in terms of track 

miles, route miles, and total revenues), IPA has increased the G&A slaffing for the 

IRR relative lo lhc level il had proposed in Docket No 42127. Again following 

the WFA I case as a model, IPA's experts have proposed a G&A slaffing level for 

the IRR of 23 employees (26 including three outside directors). 

IPA and UP also disagreed upon the salaries to be paid lo the G&A 

staff in Docket No. 42127. In particular, UP argued that the salaries for the 

SARR's President Vice Presidents, and 'freasurer each should be increased 

beyond the base salary figure from the compensation levels rcfieeied in the 10-K 

report oflhc Providence & Worcester Railroad ("P&W"). See e-workpapcr "UP 

42127 Part III.D.pdf" at III.D-37-38. In the present case, IPA again relies upon 

base salary figures as being consistent wiih S'fB precedent See, e.g.. WFA I, slip 

op. at 48-49 (rejecting BNSF proposal to add stock options lo execuiivc 

compensation for the SARR); AEP Texas, slip op. at 59 (same). 

'fhc oihcr significani dispuie beiween IPA und UP in Docket No. 

42127 related to the outsourcing budget for legal services for the IRR. As 

explained in greater detail below, IPA is utilizing a pcrceni of revenue caleulalion 

to develop ils outside legal budget for the IRR in the present case. 

revenue managers; (d) one accounts payable manager; (e) one Director of 
Financial Reporting, and (i) three If specialists. 

lll-D-28 



Mr. Reistrup lums now to the specifics oflhe IRR's G&A staffing 

needs for purposes of Dockci No. 42136. 

it Staffing Requirements 

'fhe IRR's G&A slalTis bused al ils Lynndyl headquarters and is 

summarized in 'fable lll-D-3 below, 'fhis lable does not include the operating 

stafi', which was described in the prcccding seclion, or the MOW staff which is 

described in Part lll-D-4. 
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TABLE l l l -D-3 
IRR GENERAL & ADMINISTRATIVE STAFF 

Department/Position Employees 

bxccuiive 
Outside Directors (non-employees) 
President and CEO 

Administrative Assistants 

Marketing 
Markeiing Manager (Reports lo VP-Opcralions) 

Finance and Accounting 
Vice Prcsident-Fmance/Accouniing & 'freasurer 

Controller 
Revenue Managers 
Accounts Payable Manager 
Manager of Budgets and Purchasing 

Law and Adminislralion 
Vice President-Law & Administralion 

General Allorney 
Manager of Safety and Claims 
Direclor- Human Resources 

Manager of Training 
Director of Security 
Director - Information 'fechnology 

IT Specialists 

Total 26 

' fhc differences in G & A stafilng as beiween Docket No. 42127 and 

Ducket No. 42136 arc as follows: ( I ) IPA has added two Revenue Managers; (2) 

IPA has added an Accounts Payable Manager; (3) IPA has added a Direclor of 

Security; (4) IPA has combined the positions u f VP Finance & Accounting and 

'freasurer, consistent with the staffing in the AEP Texas case; and (5) IPA has 
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removed the position of Assistant Controller, 'fhc net difference is lu increase the 

slaffing oflhe IRR by twu individuals. 

'fhe following lable sets forth lhc organizational chart for the IRR 

based upon IPA's proposed slaffing level and structure: 

Tabic lII-D-4 
Organizational Chart for the IRR G&A Staffing 

PrcsJdent/CEO 

r 
v'ice Piesidteni --

Operalions 
(i ion-G&A) 

lij!f^l)Cgmjl|D 
|JUl£Qg|g^ 

Administrative 
A5r>istants (2) 

Vice President •-
Finance SI Accounting 

Mianiam-fltgfara 

I 
QWftBflfeff 

Revenue 
Managers (2) 

Accounts 
Payable 

Mandcer 

Manager of 
Budgets and 
PurcliaSifiR 

VP Law a 
Administrat ion 

Manager o l 
Training 

IT Specialists (6] 

(a) Executive Department 

'fhe IRR's Executive Department includes three employees: the 

IRR's Prcsidcni and two Adminisiraiive Assistants, ll also includes the IRR's 

Board of Directors, 'fhis staffing is ideniical to what IPA proposed in Dockei No. 

42127. 5ee e-workpapcr-'IPA 42127 Part III-D.pdP'at lll-D-26-27. 
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'fhc President also serves as the IRR's CF.O, and lhc departmeni 

heads (Vice Presidents, including the Vice President-Operations) report to him. 

'fhc Presideni also is responsible for the IRR's cxicmal relations (other than 

marketing ofits transportation services), including community and govcmmenl 

relations. Given the IRR's limited geographic scope wiihin a single slale and 

narrow operational focus, lhc Presideni does nol need a separate stafi'lo assisi him 

with these functions. Assistance can be provided as needed by the IRR's three 

Vice Presidents. 

'fhe Executive Department has a pool of two Administrative 

Assistants who are available to ser\'c the administrative and secretarial needs of 

the President and lhc IRR's three Vice Presidcnls (the Vice President-Operations, 

the Vice President-Finance & Accouniing, und the Vice President-Law & 

Adminislralion). 

'fhe President is also a member ofthe IRR's Board of Directors, and 

serves as Chairman ofthe Board. Consistent with stand-alone theory, the IRR is 

not a publicly-owned company and therefore does not need a large board of 

directors with numerous outside directors. It can be governed by a five-person 

Board, consisting oflhe President, the Vice President-Operations, and three 

outside Directors, 'fhe outside direciors would be chosen from amongst 

representatives oflhc IRR's customer group and ils lenders, 'fhis wuuld assure 

independent oversight ofthe IRR's afi'airs. Since the outside directors would have 

a direcl and substantial inlerest in the IRR's affairs, they should be willing to serve 
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on ils board without compensation olher than the reimbursement of expenses I'or 

attending board meetings. Accordingly, IPA has nol provided any expenses for 

cumpcnsaling the IRR's directors except fur travel expenses tu attend board 

meetings. UP agreed lo this approach in ils Rcply Evidence in Docket No. 42127. 

5ec e-workpaper "UP 42127 Part III D.pdf at III.D-24. 

'fhe IRR's 'fransportalion and Markeiing functions are headed by the 

Vice President-Operations, who reports directly lo the Presideni and who is 

included in the IRR's Operaiing personnel discussed above. The Openiling 

personnel who report to this Vice President also werc described earlier, 'fhc only 

G&A employee who reports to the Vice Prcsidcni-Opcrulions is the Marketing 

Manager, 'fhe IRR requires only une employee who is specifically devoted to lhc 

marketing function.̂ ^ 'fhe Marketing Manager interfaces wilh the IRR's 

customers and handles day-to-day marketing functions us well as contract 

renewals. One such Manager is sufilcienl given the IRR's small size and the 

limited nalure ofits irafilc group. 

^̂  'fhe IRR also has two Customer Service Managers, who also report to the 
VP-Opcrations and are included in llie Operating personnel described eariicr. 
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Tabic lll-D-S 
Staffing oflhe Customer Service/Marketing Funclion 23 

^S Î̂ )i@ âSGQB»@)iSG@ffiSIi& 

® t m B s m i @ 3 ^ ^ Q S ^ B E ^ l & ^ QSBliQ3fijqBG!SBaEpP 

ll should be noted that while the SARR trafilc group in the WFA 

case consisted entirely of coal, the number uf origins served, the volumes, and the 

number of customers involved were fur larger than in this case.̂ *' 'fhus the level of 

in-house marketing cfi'ort rcquircd for the WFA I SARR (which was staffed wiih 

two Markeiing Managers) was considerably greater than for the IRR. 

In Dockci No. 42127. UP argued thai two Marketing Managers were 

needed for the IRR, with one responsible for coal and olher bulk commodities and 

one responsible for intcrmodal and general manifest. See e-workpaper "UP 42127 

Part III.D.pdf at III.D-25-26 (arguing that the IRR would need as many 

'fhe Vice Prcsidenl-Operalions and the Customer Service Managers are 
not included wiihin the G&A stafilng. As described above in the section on 
Operating employees, olher personnel not shown in the table report to the Vice 
Prcsidenl-Operalions. 

'̂* 'fhe WFA I SARR carried about 219 million tons of coal in ils peak year 
moving to several destinations, 'fhe IRR curries only 10 2 million tons of coal in 
ils peak year. 
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Marketing Managers as the SARR in WFA). UP claimed that the two Markeiing 

Managers were needed lo conduct the following tasks: selling rales for new 

business, negotiating terms of contracts, preparing forecasts, coordinating with 

Revenue Managers, coordinating with mines, loadouts, and IPA on monthly 

shipping plans, and moniioring service metrics. Id. Given the reduced size ofthe 

IRR in the insiant case, however, one Marketing Manager would be sufilcienl. 

'fhe IRR will no longer interact with any mines or loadouts other than the Shurp 

loadout. and the workload therefore will be commcnsurately reduced 

(b) Finance and Accounting Dcnarlmcnt 

The IRR's Finance and Accounting Departmeni consists of six 

employees, headed by the Vice President-Finance & Accouniing. IPA included 

five employees in this department in ils Opening Evidence in Dockci No 42127 

and UP proposed a lolal often employees in this department in its Reply 

Evidence. See e-workpapers "'IPA 42127 Part Ul-D.pdr' al Ill-D-29 and "UP 

42127 Part III D.pdP' at III.D-26-35. The level of stalling for this departmeni 

proposed by IPA, and Ihe positions involved, are appropriaie given the small 

Irafilc volumes (and the small number uf trafilc fiows) involved Again, the IRR's 

lolal revenues (and accounting and cash management needs) arc much smaller 

than for any oflhc SARR's involved in recent eoal rate cases (and smaller than for 

the SARR in Dockci No. 42127). Allhough the IRR has a more diverse traffic 

group than the WFA I SARR, its nun-coal trafilc moves in a limited number of 

lll-D-35 



discrete fiows and ils total annual iraffic volume and revenues are far less than 

those oflhe M̂F>4 SARRs. 

Modified StaJJing Approach 

IPA has modified its stuffing ofthe Fiiiunce & Accounting 

Department in order to address the argumenis that UP raised on reply in Docket 

No. 42127 while al the same time eliminating excessive "middle management'' 

and adopting a more llaliened or "de-layercd" approach lo this funclion. Most 

notably, IPA has combined the roles uf Vice Presideni and 'freasurer, and IPA has 

eliminated the Assisiani Cunlrullcr. In place uf these two individuals. IPA has 

increased its slaffing al the functional level (/ e., two Revenue Managers and an 

Accounts Payable Manager): 

Tabic III-D-6 
Finance & Accounting Department Staffing 

l3^H4rt''M(MlEDElpiB^ 
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Given the small size oflhe IRR and its comparably low level of 

revenues, there is no need for both a Vice President and a separate 'freasurer on 

the IRR stafi'. In the structure ihal IPA is proposing in the instant ease, ihere will 

be fewer supervisors relative to the total number uf cmpluyees in the department. 

Specifically, the departmeni will include two supcrvisurs and four staff members. 

Vice President/Treasurer 

As noted above, ihe IRR's Vice President-Finance & Accounting is 

responsible for sen'ing as the IRR's 'freasurer and fur overseeing the olher finance 

and accounting funelions ofthe railroad. As a privately-held Class 11 railroad wilh 

limited revenues und accounting/financial reporting needs, the IRR does not need 

the large treasury and accounting staffs that are typical uf Class I railruads. 'fhe 

Vice Presideniyfrcusurcr is responsible for managing the IRR's cash fiows and 

balances, ils debt, its insurance, and its pension plan. Cf. e-wurkpaper ''UP 42127 

Part Ill.D.pdr al Ill.D-26-27 (identifying respunsibililies for ihe IRR's Treasurer), 

'fhis individual will report directly to the President oflhe IRR and will be 

supported, as necessary, by the IRR's Controller, Revenue Managers, and 

Accounts Payable Manager. 

'fhe Board prcviously has accepted G&A slaffing for SARRs in 

which a single individual served as both lhc Vice President of Finance & 

Accouniing and the 'freasurer oflhe SARR. See AEP Texas, slip op. at 51-52, 55 

("'fhe parties agree on the need I'or a vice-president of finance and accounting, 

who would also serve as the 'f NR's treasurer und primar)' liaison wiih outside 
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uudilors... AEP 'fcxas' evidence demonstrates that ils smaller treasurer's staff is 

feasible . . . ' ' ) ; TMPA, 6 S.'f.B. at 681-83 (declining BNSF's request lo staff the 

SARR's Finance & Accounting Department with both a Vice President and a 

separate 'freasurer); see aho e-workpapcr "UP 42127 Part III.D.pdf at lll.D-23 

(agreeing that a single individual could perform the 'frcasury function for the IRR, 

and noting that the WFA I SARR included an Assistant 'freasurer, but declining to 

propose that the IRR staff include such an individual). 

Controller and Additional Staffing 

As noted above, the support staff for the Vice Prcsidcni-rinancc & 

Accouniing will include a C<mlro]ler, two Revenue Managers, an Accounts 

Payable Manager, and a Manager of Budgets and Purchasing, 'fhis support staff is 

.sufilcienl I'or the IRR's needs given ils small size and limited traffic group, and the 

availability of computerized accounting packages and programs available lo assi.sl 

in performing ihcsc funcliuns.^^ 

'fhc IRR's Conlroller is responsible for all accouniing funciion.s. 

including direction of all billing, vendor paymeni prucessing, payroll, budgeting 

and auditing, 'fhe Conlroller and his or her staff oversee IPA's interline freight 

and related billing, accounts payable and payroll processing, and the tax function. 

^̂  'fhese packages and programs are described in detail in the subsection 
below on the IRR's Information 'fechnology Department 

As in the WFA case, the ICC does nol need internal auditing or rcal estate 
StalT. Mr Reistrup is unaware of any independent Class II railroad that has an 
internal auditor; this funclion is outsourced. Once the IRR is constructed therc 
will be no need fur addilional rcal estate acquisitions or sales. 
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which is limited because the IRR has property in only one state In this regard, the 

IRR uses an outside accounting firm with property and payroll tax specialists to 

prepare all tax retums. 'fhc IRR is a privulely-held Class II railroad wiih minimal 

financial reporting requirements (il does nol need to prepare reports to the SEC or 

the equity-investment community), and that uses a financial accouniing computer 

to track all ofits physical assets and asset replacements. 

In its Rcply filing in Docket No. 42127, UP argued thai the IRR's 

StalT should include ihrcc Revenue Managers and an Accounts Payable Manager 

that had not been included in IPA's Opening Evidence. Specifically, UP claimed 

thai these individuals werc necessary lu ensure that it obtains the revenue that it 

must have to support its operalions. 5ee e-workpaper "UP 42127 Part III.D.pdf al 

lll.D-27-28. UP added that there arc four functions that the IRR must accomplish 

in order to obtain the revenue lo which il is entitled: (I) creating frcight bills for 

all traffic that the IRR originates, for all iraffic it receives in Rule 11 service, and 

for all BNSF trackage rights .service; (2) maintaining a rale database that includes 

rale authorities for all irafilc UP will roulc via the IRR; (3) recording revenue 

divisions on any new moves: and (4) updating its revenue accouniing system so 

that it can validate amounts it rceeives and monitor rc.sulis from ISS lo be certain 

that the IRR is receiving the amount to which il is enlitled. Id. al lll.D-28-29. 

UP's witness Brown proposed that three Revenue Managers would be needed to 

handle these functions fur the IRR. Id. at Ill.D-31. 
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In the instant filing, IPA includes a staff of iwo Revenue Managers 

to handle these functions. As the rcsult of IPA's decision lo truncate the IRR in 

the present case (only extending lo Provo rather than to the Ulah coal origins 

located to the cast of Provo), the IRR will originate even less irafilc than in Docket 

No. 42127, the IRR will move less total traffic, and the IRR will not host any 

BNSF trackage rights trafilc. Accordingly, the Revenue Manager function in this 

ca.se will be less complicated than in Docket No. 42127. 

IPA also has included an Accounts Payable Manager in its staffing 

ofthe IRR in this case. UP had argued that this position was neccssar)' in Docket 

No. 42127 in order to verify bills received from vendors, to handle the 

tiiiickeeping and payroll functions, and to cover equipment accounting. Id. al 

III.D-32-34. Mr. Reistrup concurs. 

I*'inally, the Finance & Accounting Departmeni oflhc IRR will 

include a Manager of Budgets and Purchasing, 'fhis individual handles the 

preparation oflhc annual company budget monitors monlhly performance against 

plan, and prepares forecasts and cosl and revenue analyses as rcquircd. Given the 

small size and Class II status ofthe IRR, one individual can easily handle both the 

budgeting and the purchasing funclion (as described in Part lll-D-4 below, there is 

a separate individual in the Engineering/MOW departmeni who is responsible for 

malerials purchasing). See c-workpaper "UP 42127 Part III.D.pdf at III.D-34 

(''UP agrees that a single manager could adequately perform the Purchasing and 

Budgeting funeticm ofa railroad the size of IRR."). 
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(c) Law & Adnilnlslration Denarlment 

'fhe Law and Adminislralion Departmeni is responsible for lhc 

IRR's legal affairs, safety and claims adminislralion. human resourees und 

training, infonnation technology, and security. It consists of 13 employees 

(including the I'f .stall), headed by the Vice President - Law & Administration, 

'flic IRR's Law and Administration department is organized ulong the same lines 

as those approved by the Board for the SARRs in the WFA case (see WFA L slip 

op. at 45): 

Tabic lll-D-7 
Slaffing of Law & Administration Department 
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With the exception ofthe inclusion oflhe Director of Security, the 

slaffing ofthis department is identical to the stafilng ihat IPA proposed in Docket 

No. 42127 5(?e c-workpaper "IPA 42127 Part Ill-D.pdf ul lll-D-31-35. UP 

generally accepted IPA's propo.sed slaffing ofthis departmeni in Dockei No. 

42127 (i.e., the Vice President, the General Allorney, the Manager of Safely and 

Claims, the Director of Human Resources, the Manager o f f raining, and the 
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Director of Infomiation 'fechnology), but UP claimed that ihrec addilional I'f 

Specialists were required. Id. at lll.D-35-37. Given lhc fact that the IRR in ihe 

present case is smaller and hus lower revenues than the SARR in Docket No. 

42127, this slaffing is adequate for prescni purposes as well. 

The Vice Presideni - Law & Administration reports dircclly lo the 

President oflhc IRR and funelions as General Coun.sel for the IRR. As noted in 

'fable lll-D-7, the Vice President's dircci reports include a General Allorney. a 

Manager of Safety and Claims, a Director of Security, the Dirccior of Human 

Resources, and the Direclor of Information 'fechnology. 

Legal/Claims Fuiictiun: 'fhc General Allorney supports the Vice 

President- Law & AdminLsiralion wilh the IRR's in-housc legal work and 

interacts with outside counsel, 'fhe IRR's outside cuunsel needs are nol great, 

given that all ofits facilities and operalions arc located in a single .state, and given 

the IRR's level of internal legal staffing rclative lo its annual rcvenucs. See Part 

lll-D-3-b-v-(b) (explaining IPA's calculation oflhc IRR's outside counsel 

budget). I'he General Atturney is responsible for administering litigaiion and 

claims, environmental compliance, and coniraci matters, 'flic department also is 

slafi'ed by a Manager of Safety and Claims, who supervises the oul-sourced risk 

and claims management contractor and provides assistance in investigating claims, 

'fhis position is also responsible for guvcmmenl safety reporting and rcprcseniing 

the IRR in industry associations and forums. 
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Human Resources and Training Functions. Human Resources is a 

function that lends itself well to out-.sourcing. Exlcmal resources exist in this field 

(as described in lhc scclion on I'f systems below) thai will support a small in-

house human resources staff whose primary responsibility is to interface with the 

outside contraciur and assure that the IRR has a puol of employees that enables it 

to engage in ongoing operalions. Accordingly, an appropriate stafilng level for the 

IRR's human resources function consists ofa Direclor of Human Resources and a 

Manager of'I'raining. 'fhis stafi', which is lhc same as that approved by the Board 

in WFA I, is sufilcienl lo manage training, recruiting, compliance, compensation 

and benefits, employee relations and training since most of these functions will be 

oul-sourced. 

Information 'fechnology Funclion. 'fhc IRR's I'f systems and 

associated personnel werc developed by IPA wiiness Joseph Kruzieh and reficci 

the size ofthe IRR's traffic group and revenues and its operating plan. Mr. 

Kruzieh has considerable experience with the I'f functiun at Class I and uther 

railroads, including the Kansas City Soulhem. 'fhe IRR's I'f systems (described in 

lhc next scclion) arc administered by a staff consisting ofa Direcior-Infonnation 

technology and six I'f Specialists. As discussed in morc detail in the next section, 

the IRR does not have a main-frame environment, but rather a N'f/PC-bu.sed 

system, 'fhis means far less cITort is rcquircd than al a Class 1 railroad due to the 

relative simplicity ofa N'f/PC-ba.sed sysiem Furthermore, approximately 90 
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percent ofthe I'f computer requirements (train movement, revenue accouniing. car 

accounting, etc.) are outsourced lo RMI. 

A staff of seven people (including the Director and six I'f 

Specialists) is adequate to provide sufilcienl coverage with ul least one person on 

duty during normal business hours seven days a week. In addition to the .seven 

days a week coverage, each technician will be on call periodically for evening 

duly thereby providing 24/7 coverage. Seven IT personnel are more than 

sulTicicnt to provide 24/7 coverage as the vast majority of computer users will nol 

be in the office on weekends and evenings, 'fhe dispatching and crew calling 

systems are the key items that rcquirc support, and such support is easily provided 

on an on-call basis. Finally, since most ofthe IRR's application sofiware is 

available from vendors, very little development and niuinlcnanee cITorl is required. 

'I he primary IT sialT funclion is to trouble-shoot various problems 

wilh vendors, coordinate the transportation sollwarc* applications with the outside 

vendor (RMI) and the business users, and monitor the network infi'aslruclure. 

'fherc will also be occasions when enhancements will be required to the crew-

calling, accounting, human resources and dLspalchcrs sy.stcms. 'fhc IRR's slafi'of 

I'f specialists will be active participants in this cfibrt. 

'fhc Direclor oversees the I'f department's daily activities, provides 

senior management with updates lo new technology, and advises as lo the future 

strategic dircclion for lhc department 'I'his includes fomiulnlion ofthe logical and 
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physical computer architecture plans and assessment ofthe cost and feasibility of 

all user requests. 

'fhe six I'f Spcciali.sis perfonn the fullowing specific functiun.s, but 

each will be cruss-trained to provide basic I'f support when serving as the on-call 

technician: 

• One Lead RMI 'feehnician - rc^sponsible for all RMI applications 
(RMI is lhc IRR's principal software vendor/contractor, as described 
in the next section) and serves as a liaison lo r<.Ml and ihe user 
Departments, 'fhis person ensurcs that all the users' needs arc met in 
an efficient and timely manner. 

• One Help Desk PC '1 echnician - takes incoming calls from lhc 
vanous u.scrs, assists wiih basic I'f support for ofilce applications, 
and reroutes the call tu a Programmer'feehnician for immediate 
handling if an adjustment to a system is necessary, 'fhis position 
follows-up with the user lo make surc the problem has been 
resolved, 'fhis assignment is during regular business hours During 
non-business hours, calls will be directly routed to the on-call 
technician, 'fhc on-call technician will remotely diagnose problems 
using remote access software (such us logmein) if neeessar)', or the 
on-call technician can come to headquarters in the event a problem 
cannot be diagnosed remotely. 

• One Network/Exchange 2010 Engineer - responsible for overseeing 
network security matters and local arca network (LAN) and wide 
arca network (WAN) functionality. I'his individual oversees lhc 
messaging design and implementation oflhc Windows 2010 
Exchange (server) environment. He/she is also responsible for 
planning, designing and managing transmission facilities and cabling 
and communictitions devices, and also handles any 
telecommunications issues that may occur, 'fhis person is also 
responsible for coordinating data backup and working wiih the 
programmers/developers lo assurc ero.s.s-plaiform data availability 
and integration. 

• 'fwo Programmers/Development - responsible I'or maintaining and 
upgrading the crew calling, accouniing, human resources and 
dispatchers systems. These employees help manage the crew 
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calling, dispatching and accouniing sysiems, and they also are 
rcsponsiblc for developing a corporate information website, 'fhe 
IRR's websilc will nol be elaborate because its cu.stomer base is 
small, 'fhese programmers are also responsible for developing any 
necessary system integration between RMI, accounting, dispatching 
and other sysiems. 

• One I'f Security/Server Manager - responsible for defining lhc 
sccurily model to protect against cyber-.security vulnerabilities, 
protecting intemal and exlemal railroad data from malicious attack, 
as well as pcrfonning general server muinlenanee work 'fhis 
individual is also responsible for server infrasiruclurc support to 
manage network needs and system infrastruclure upgrades, 'fhis 
person is also responsible for managing the Microsoft SharcPoinl 
and SQL databases. 

Sccurilv Function, 'fhe IRR's Law & Adminislralion Deparlmcnl 

al.so includes a Dirccior of Sccunly (a position that was omitted from IPA's 

proposed G&A stafilng in Docket No. 42127). 'I'his individual interacts wilh local 

police departments in the viciniiy oflhc IRR's small system. In the AEPCO 2011 

decision, ihe Board approved the railroads' proposed slaffing level of "1 officer 

for ever)' slale in which the SARR operates, wilh 1 chief responsible I'or 

oversight'' /f/, slip op. ai62. Based upon this standard, une Direclor of Security 

is sufficient for the IRR. 

i i i . Comnensalion 

'1'he salaries and benefits for the IRR's G&A personnel described 

above arc ba.sed on comparable and competitive compensation packages currently 

available in the railroad industry (and in other service industries). 

Specifically, annual salaries for the general and adminLstraiive 

personnel wcrc estimated based on data contained in UP's Wage Fonn A&B 
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Reports provided in di.scovery. In addition, the salaries paid lo the IRR's .senior 

management, i.e., the President and Vice Presidcnls, are based on the salaries and 

bonuses paid lo ofilcers in comparable positions at the P&W, which is a regional 

railroad that is more comparable lo the IRR ihan any Class 1 railroad. 

'fhc G&A staff salaries are summarized in 'fable lll-D-4 below. 
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TABLE 1II-1)-K 
IRR General & Adminisiraiive Staff SHiiirics 

No. of Annuul 
Pusitinn Emnlovccs Sular\' 

Pixssideni and Cl-0 1 $479,66f 

Adminisiraiive Assistants 2 ${ 

Marketing Mnnagcr 1 S{ 

Vice Presideni — Pinance & Accouniing 1 S172,71 ̂  

Conlroller 1 ${ 

Revenue Managers 2 ${ 

Manager of Budgcis/Purchasing 1 S{ 

Account'; Payable Manager 1 S{ 

Vice Prcsideni-Law & Adininisiniiion 1 SI 72,7IS 

General Attnmcy 1 S{ 

Manageni of Safely and Claims 1 S{ | 

Director- Human Resources 1 S{ 

Manager of Training 1 ${ 

Dirccior of Security 1 S{ ; 

Director- Infornialion Teclinolog)' 1 ${ 

ffSpccinlisis 6 ${ 

Total (excludes outside directors) 23 

* Total may differ slightly from the sum oflhe individual items due to 

Details supporting the derivation ofthe compens 

'fable III-D-4 are included in e-workpapers "IRR Salarics.xisx 
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Salaries 

$479,668 

S{ 1 

S{ \ 

> 5172,719 

S{ ) 

S{ } 

S{ \ 

${ } 

• SI72.719 . 

S{ } 

J{ } 

S{ } 

S{ } 

${ } 

S{ \ 

S{ } 

52,544,270* 

rounding. 

ation numbers in 

'and "IRR 



Operaiing Expense.xls.'' It should be noted that the numbers in lhc Total Salaries 

column in ihis lable may not equal the number of employees limes annual salar)' 

due to rounding. 

Iv. Materials. Sunnlics and Equipment 

'fhc IRR owns or leases various lypcs of vehicles and equipmeni 

used by ils Operating and G&A .staffs. Cosls for this equipmeni have been 

included in the calculation oflhc IRR's annual operating expenses. See e-

workpapcr "IRR Operaiing Expen.se.xLs'' for details concerning equipment and 

supplies (cxcepl for I'f and MOW equipment and supplies, which are di.scussed 

separaiely below). 

Company vehicles are needed at the IRR's Lynndyl headquarters. A 

pool of three Ford Explorers (a small SUV with all-wheel drive) is maintained al 

headquarters for use primarily by the headquarters Operaiing and G&A staff while 

Iravcling in the field on IRR business. Ford Explorers arc also needed for lhc field 

transportalion, mechanical and mainienancc-of-way supervisory personnel. A 

loial of four company vehicles arc* needed, including the three Headquarters G&A 

puul vehicles and one additional Ford Explorer fur the Manager of'f ruin 

Operations. 

fhe IRR also needs miscellaneous ofilce equipment and supplies 

including desks, telephones and janitorial supplies. Details on lhc miscellaneous 

equipment arc provided in c-workpaper 'MRR Materials and Supplics.xls." 
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v. Other 

(a) IT Systems 

fhe IRR's information technology .systems have been developed by 

IPA Witness Joseph Kruzieh. ils experienced railroad I'f expert. Mr. Kruzieh 

reviewed the IRR's operaiing plan and G&A requirements lo determine the 

railroad's basic computer and communications needs and the kind of support 

needed by ils staff 'fhc I'f systems described below enable the IRR lo operate 

safely and efilcienlly and to perform ull administrative functions. 

'I'he IRR is small railroad that does not require the legacy 

niainframe sysiems that characterize Class I railroads 'fhc IRR's operations are 

similar to those ofother small SARRs in other recent SAC rale eases such as 

WFA, in that il does nol have extensive yard or swiiching operations, 

l-'urthermore, the IRR's tniffic volumes and revenues arc much lower than those of 

the SARR involved in WFA. although the IRR does have a greater variety uf 

traffic, l l has a low volume of train movements per day, as well as a .small number 

of customers whose trafilc originates or lenninales on the IRR sysiem and a lulal 

of only three inierchangc locations (one of which, Provu, U'f, involves two olher 

railroads), 'fhc IRR also handles primarily irainload movements, with multiple-

car billing (using the RMI Revenue Sysiem lo allocate revenues), with billing for 

individual railcars only for overhead non-coal movements, 'fhis reduces the 

complexiiy oflhe computer and communication sysiems required lo support 

operations. 
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'fhe IRR thus docs not require a large data center facility to house 

mainfrume computer systems and associated peripheral equipment As described 

below, the IRR's I'f sysiem design is N'I'/PC-based, wilh outsourcing of many I'f 

rcquircments to RMI in Atlanta, GA. 'fhe IRR's sy.stcm can be housed in a room 

approximately 20' x 30', with normal office-environmenl heating and air 

conditioning, 'fhis room is located in the IRR's Lynndyl headquarters. 

Based on the IRR operating plan and G&A stall'departments/sizes, 

the capital requirements fur I'f and communications systems equal $1,997,976. 

'fhe annual operating co.st for IT and related communications equals S2,l 13,686 al 

year 2012 price levels, 'flic table below shows the capital and annual operaiing 

expenses separaiely for information technology and communications systems. 

TABLE lll-D-9 
CAPITAL AND OPERATING COSTS FOR 

IRR IT AND COMMUNICATIONS SYSTEMS 

Item Capital Cost Opcralina Cost 
Infonmaiion Technology $ 1,968,791 $2,015.583 
Communications $ 29,185 $ 98,103 
Total S 1,997,976 52,113,686 

'fhc IRR's computer and cummunieations systems are described 

beluw. 'Ihey have been designed to meet the IRR's mission-critical technology 

needs to achieve operating efficiencies, customer satisfaction, optimum siafilng. 

'̂' The IRR's I'f personnel requirements are described above in the 
discussion of G&A personnel, 'fhe I'f staff size is largely a function ofthe 
systems described in this seclion. 
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maximum productivity, and safe train operalions. 'fhe costs shown in lhc 

workpapers are based on the IRR's highest daily train counts and number of 

annual carload iran.saelions. 

'fransportalion Svslem. 'fhe key item in the IRR information 

technology architecture is RMI's 'fransportalion Management Services ("TMS") 

package. 'fMS is an integrated system I'or managing day-to-day rail operalions 

that is in use on .several railroads. Il includes modules for yard and inventory 

control, waybilling, train operations, swiiching settlements, demurrage. EDI 

consists, waybills, bills of lading, blocking instructions, work orders, switch 

instructions, and many olher features 'fhis system is outsourced to RMI using 

frame relay communications from Lynndyl (where the major transactions 

reporting occurs) to Atlanta, GA. where RMI is located. Field personnel access 

lhc RMI system via the Iniemel. 'fhe annual openiling expense for the RMI 

sysiem is detailed in e-workpapcr "IRR RMI Price Shecls.xls." 

Crew Manaacnicnt Svslem. A crew management system is needed 

to efilcienlly manage the IRR's train crews and equipment, 'fhe IRR will 

purcha.se a license from PS fechnology for the SCA'f Client Server system, and 

related equipment and software (Oracle Data Base), 'fhis system provides the 

capaciiy needed lo schedule crew rcquircments involving slightly less ihan 50 

irain/cngine/yard employees (peak year) and with three crcw-changc poinis over 

the IRR system. It aLso minimizes the need for a large staff of crew callers or 
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other crew iiianagcmeni personnel. Cosl for lhc crew management system is 

further detailed in e-workpaper "IRR - Capital Budget xls.'' 

DisnalchinH System. A computerized dispatching system, assisted 

by une human dispatcher on a 24/7 basis, monitors the movement of trains and 

olher equipment al all times, and distributes iraffic efficiently across the railroad, 

'fhe IRR will purchase and implement a PC-ba.sed versiun oflhe Alsiom C'fC 

Dispatching system, 'fhis system is similar lo the one ihal is currcnily being used 

by the KCS. 'fhis system has plenty of capaciiy to meet ihe IRR's needs and 

includes all neccssar)' equipment installation and on-site tests. A detailed 

description oflhc system's capacity is included in e-workpaper "I'f Backup 

Workpapers No. 1 pdf" 

Revenue Accounting. The IRR needs a revenue system lo handle 

interline seitlemcnls for all the irainload transactions and single and multiple-cur 

transactions. RMI has a revenue system that meets the IRR's requirements. In 

particular, the RMI Revenue Munugemeni Services (RMS) is a full-function 

revenue management sysiem that has been certilied by the AAR for Interline 

Seiilemenl System (ISS) processing, 'fhis certification allows railroads using 

ISS/Connect to participate in the Interline Settlement System. ISS/Connecl 

provides complex rale managemenl, EDI managcmeni. freighi billing, and support 

for industry reference files, revenue proteciion, and additional functionality, 'fhe 

RMS cosl is based on the lolal monthly settlements, 'fhe IRR has an estimated 

maximum of 583,262 carloads annually thai arc processed through the revenue 
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managemenl sysiem al a cosl of $489,336 'fhcsc costs arc shown in e-workpaper 

"IRR - Operaiing Budgetxis " 

Car Accouniing. The IRR needs a receipt und payable cur hire 

system, because the IRR owns some railcars and uses some railcars provided by ils 

connecting carriers. RMI has a car hire system for receipts and payables that 

provides the necessary features needed by the IRR lo keep track ofits cars off-line 

and foreign cars on-line. 'I'his system computes charges due the IRR from foreign 

railroads (primarily UP) and the IRR's payables to foreign roads 'fhc system 

.separates car earnings by designated owner groups, issues remittance and 

.settlement summancs, fiags non-moving cars and missing junctions and helps 

keeps track of assets with on-line access to ear movement data, 'fhe annual 

operating expense for this system (S280,644) is ba.sed on the number of non-

private interchange cars and intcrmodal units handled per month. See e-workpapcr 

"IRR - Operaiing Budgetxis.'' 

General Accountins. 'fhe IRR uses the SAGA MAS 200 package 

for its general accounting sysiem. SAGA MAS 200 is an indusLrial-.strength 

accounting software package that will adequately .support all oflhe IRR's general 

accounting functions, ll is capable of handling high-volume accounting 

tran.sactions daily, and has multi-user network capabilities. SAGA MAS 200 

provides financial snapshot and business analysis reporting and has lhc core 

accouniing features needed to run a medium-size business, 'fhe software is 

designed to run on Windows 7 and a Windows NT operating system, 'fhe lolal 

III-D-54 



operaiing and capital costs for this system, including hardware and training, is 

$72,776, which includes a Dell OpliPIcx 390 PC. cables, HP La.serJei P30l5dn 

printer and DcII PowcrEdge 'f4IO Server Details are included in c-workpaper 

•MRR - Capital Budgetxis." 

Human Resource Manaaement 'fhc IRR uses Optimum Solutions, 

Inc.'s N'f/PC-based system for human resources, 'fhis sysiem covers the IRR's 

human resource data needs ul un afi'ordablc cost 'fhc software package includes 

all basic employee reporting feauircs, employee profile tracking, attendance 

reports, benefit, insurance and COBRA reports compensation/job hislor)' reports, 

EEO and citizenship reports, organizational reports, and all OSHA and workers' 

compensation reports, 'fhc system uses a DcII OpliPIcx 390, cables, an HP La.scr 

Jcl P3015dn primer and a DcII PowcrEdge 'f4IO Server, lhc total operating and 

capital cost for this system, including hardware and training, is $46,137. See c-

workpaper "IRR - Capital Budgetxis." 

Network and Router Equipment The IRR needs networking 

capability and routers bccnu.se it has a small number of cumputers in multiple 

locations Networking and router equipment pennit these computers lo 

communicate with une another, 'fhe IRR needs one ruutcr at each field rc'porting 

location and one al its headquarters, 'fhe IRR's communication network consists 

ofa fiber uplic/microwave and commercial Iclephonc .system, 'fhc costs for these 

items arc included in the network infrastructure costs discussed elsewhere in this 

Part and in Part lll-F. 'fhe I'f operating-expense budget for a network computer 

lll-D-55 

http://bccnu.se


sysiem for LAN and WAN, roulers al various locations, and inlemet access for 

headquarters and field locations is shown in e-workpaper "IRR - Operating 

Budgetxis." 'fhe primar)' network server also provides email functionality, 

doeumcni management and collaboration cupabililics. SQL server capabililies, und 

Olher necessary network functions. Backup of these sysiems is also provided for 

in the capital budget. 

Mr. Kruzieh has also provided for a duplicate network server, which 

permits the testing and operation of modifications to the network .system before 

rolling oul changes lo the production environment It also provides redundancy 

for olher network .systems. 

Workstations and Printers. Both desktop and laptop PC's arc 

provided, and included in the IRR's I'f costs, wiih a high-end configuration tu run 

a staie-of-lhc-art uperaiing sysiem while avoiding the need lu purchase other 

applicaliuns. One PC is provided I'or each G&A employee as well as I'or operating 

personnel located at headquarters. Additionally, one PC is provided at each crew 

change point and all yard locations where employees arc assigned. Laptops are 

provided for use by employees who are required tu travel a considerable amouni 

ofiheir lime, 'fhc lolal capital cosl fur desktup and laptop computers is detailed in 

e-workpaper ''IRR - Capital Budgetxis." 

'fhe IRR needs a variety of printers for work orders, safely bulletins 

and normal office work such as printing contracts, correspondence and reports. A 

color primer is needed for various maps, charts and diagrams. Primers are also 
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needed in ihe field and al interchaiige locations to print infonnalion relaling to the 

work performed there. The equipment needs include a desktop laser printer for 

each desktop PC, a printer for laptop PCs where needed, one color and one line 

printer al headquarters, and one line printer al each yard location. See c-

workpapcr "IRR - Capital Budget xls." 

Voice and Dutu Communications, 'fhe IRR needs a telephone 

sysiem and telephone service lo handle extemal and inlcmal iclephonc activity, 

'fhis sysiem includes Iradiiional telephones for each administrative employee, the 

N'fS telephone .system, a voicemail system and a calling card sysiem. NexPalh 

'fclcphony Scver-N'fS Server Rack Mounled Systems is capable of handling 51 

outside lines and up lo 85 extensions, and thus accommodates the IRR's needs 

fhis sy.sleni is capable of handling intemal calls over lhc microwave sysiem and 

exiernal calls from various parties. I'he external calls would consist of local and 

long-distance telephone service, 800 services, paging and faxing, 'fhc co.sl ofthis 

sysiem is included in the I'f Capital Budget 

Data telecommunications to suppurt the RMI transportation system 

from Lynndyl lo Atlanta is provided by A'f&T. 'fhis is a frame relay system that 

is based on estimated transactions, 'fhc Internet is used for data communications 

for all the field offices, 'fhe field ofilces also have Inlemet access to the RMI 

transportalion sysiem in Atlanta. Mobile (cellular) phones and pagers arc 

provided for employees who need them lo perform their work efilcienlly. The 

IRR's Operating budgei al.so provides for an email scr\'icc by Microsoft for each 
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employee on the IRR. See e-workpupers "IRR - Capital Budgetxis'' and "IRR -

Operating Budgetxis'' for details on the capital and operaiing co.sis for all of ihcsc 

items. 

Software Maintenance. Software producis such as PC accounting 

packages thai run on a ser\'er, and tools such as sccurily sofiware and monitoring 

software, rcquirc payment of annual maintenance fees for support and upgrades. 

Some of these fees are included in the licensing agreement such as that for the 

Oracle Solutions program which has an annual fee payable for the use uf its 

product Other providers have a fial charge for the package wilh no annual fees, 

but they will have enhancements from lime lo time with a specified charge for the 

upgrade 'fhc annual fees payable by the IRR arc detailed in e-workpaper "IRR -

Operuting Budgetxis." 

Railinc Ser\'iccs. 'fhc IRR rcquircs some Railinc .services to pa.ss 

and receive car locaiion infonnalion to/from UP and URC (ils interchange 

partners) for the various interchange locations, 'fhe annual cost for Railinc service 

is .shown in e-workpapcr "IRR - Operaiing Budgetxis." 

Security Software, fhe IRR also needs security sofiware lo protect 

its network from exterior intrusion due lo the large amount of data that is 

iransmitied from Lynndyl to Atlanta and other parts ofthe railroad, 'fhe system lo 

be used is the Walchguard Firebox X6500e U'fM Software Suite, 'fhe 

Walehguard suite offers cumprehensive Unified 'fhrcut Management and is un 

easily managed firewall and AV/IPS security appliance fur mid-size businesses 

lll-D-58 



requiring a secure, privale network. 'I'he specifications for this system and ils 

capital and operaiing cosls arc shown in c-workpaper "IRR - Capital Budgetxis'" 

and "IRR - Operating Budgetxis." 

(b) Other Oul-Sourced Functions 

As described eariicr, several functions customarily provided in-

house by large Class I railroads such as UP can be oul-sourced by the IRR. 

Consistent wiih the stand-alone concept of an efficient, least-cost railroad, out­

sourcing is u.sed wherever the economics so justify withoul sacrificing service 

quality. 

Oul-sourced functions al the IRR include .several finance and 

accouniing funelions, including preparation of income, property and payroll lax 

retums and financial/account auditing; legal ser\'iccs, including claims 

administration and investigation: and administration uf the company's retirement 

plan. See e-workpaper "IRR Outsoureing.xls."' 

A number of independent accounting, payroll service and other firms 

have the experience and sysiems lo perform these functions. For example, the 

payroll service fimi Paychex has experience in complying with Railruad 

Retirement and other railroad-specific tax and regulatory reporting requirements. 

In the human resources arca, regional and industry employers' associations are 

available as a resource for the IRR's internal human resources slalT. 

In addition, the IRR outsources the inspection of certain emply coal 

trains at the IPA Springville railcar repair facility located jiLSl south of Provo. 
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Emply coal Irains arriving from loealions south of Lynndyl (/ e . IGS and the 

Milford inierchangc) and muving to UP- or URC-served origins in Ulah easl of 

Provo arc inspected by IPA personnel at IPA's Spnngville railcar maintenance 

facility, 'fhc IRR contracts with the IPA car shop lo perfonn this service and 

associated bad-order switching, which IPA Wiiness John Aguilar csliniates al { 

}. In the Ba.se Year, 551 trains require this inspection/ 

switching service at a current cosl of ${ }. 'fhis amouni is included in the 

IRR outsourcing cxpcn.se. 

'fhe IRR also outsources u portion ofits legal work. As noted above, 

the IRR's G&A stafi'includcs a Vice President-Law & Administration who will 

.serve as lhc railroad's General Counsel. In addition, the IRR staff includes a 

General Allorney and a Manager of Safely & Claims, and also will be supported, 

as neccssar)', by the IRR's staff uf Administrative Assistants, 'fhcsc individuals 

will be able to handle the majority oflhc legal work required for the IRR each 

year, 'fhc IRR will retain outside counsel lo perform the balance ofits legal work. 

IPA has calculated a total legal budget utilizing benchmark data correlating total 

legal spend to a percentage of company revenues, and then subtracted the IRR's 

internal legal expenses lo yield an appropriate outside counsel expense. 

By way of background, UP calculated an outside legal budgei I'or the 

IRR in Dockei No 42127 based upon a 2006 benchmarking sludy prepared by the 

consulting firm of Altnian Weil that reported total legal expen.scs as a share of 
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company revenues. See c-workpapers "UP 42127 Part III.D.pdf al III.D-43 & 

n 80 and UP's Dockci No. 42127 Reply c-workpapers "Allnian Weil.pdf," "UP 

Legal Spend.xls,'' and "IRR Operating Expense Reply.xls," 'fab "outsourcing," 

which IPA has included in its electronic workpapers in support ofthis Opening 

Evidence For companies with less than $250 million in annual revenues. Allnian 

Weil reported an average annual legal spend of 0.96% of revenues. See c-

workpaper "Altman Weil.pdf al 6; see also id. (reporting average levels of only 

0.42%, 0.28%, and 0.19% for higher-revenue companies). 

Beginning wilh the Aliman Weil 0.96% figure, UP adjusted this 

percentage share downward based on lhc decline in UP's legal spend as a perceni 

of revenue during the same general time frame { 

}. See UP's Docket No. 42127 Reply e-

workpapcr"UP Legal Spend.xls." { 

w." 

Reports indicate Ihal lolal legal spending worldwide decreased by 1% 
from 2010 to 2011. See "Law Departments Increase Intemal SlalTand Keep More 
Work ln-Hou.se, According lo 2011 HBR Law Department Sur\'cy," HBR 
Consulting, al 2 (October 7, 2011) (see c-workpaper "2011 HBR Survey.pdf). 
{ > 
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\. UP calculated a total legal budget of 

$931,840 for the IRR using this figure. UP subtracted the annual salary and fringe 

benefit expenses associated with the IRR's Vice Prcsidcni of Law and its General 

Attorney to calculate a proposed outside legal expense of $530,000. 

In the present case, IPA is proposing an outside legal budgei based 

on a similar pcrceni of revenue calculation, but IPA utilizes more appropriate 

assumptions in several key respects. 

First, the specific ratio that UP utilized in Docket No. 42127 is 

improper. HBR Consulling, of Chicago, IL, reports in a published survey that in 

2011, '"[110131 legal spending as a percent of revenues worldwide was 0.37%.'' See 

c-workpaper "'2011 HBR Sur\'cy.pdf al 2; id. al 1 (''eumpanies believe they can 

better coniain legal costs with larger in-house teams and more restricted use of law 

firms''). IPA recognizes that this figure is an average that includes a range of 

difi'ereni companies (in lerms of company revenues und the specific indiislries 

represented), bui UP's use ofa figure so much higher than this average is 

unjustified for the IRR. 

'fhe IRR is nol a public company. Accordingly, it will nol incur 

legal expenses associated with many oflhe securities- and disclosure-related 

issues that public companies must addrcss. Moreover, as a Class II railroad, the 

IRR is far less likely to incur any expenses as.sociaicd with muximum rale 
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litigation at the S'fB, which can generate significani legal expenses for a Class I 

carrier, ('fhe overwhelming majority of rate cases before lhc S'fB have involved 

Class I carriers;, and ihat is universally the ease I'or rale cases involving complex 

stand-alone cost evidence.) Likewise, the IRR will not incur any legal expenses 

associated with line abandonments or acquisitions during the ten-year DC1-' period, 

which also tend tu require significani cxpcnditurcs for Class 1 carriers. 

In addition, il is neccssar)' to consider that both intemal and outside 

counsel for the IRR likely will reside in Provo. Ulah, wherc legal salaries arc 

substantially lower than in other markets, such as the Washingion, D.C. region 

where outside counsel for Cla.ss I railroads typically reside. Cf Rachel M. 

Zahursky. "What America's Lawyers Eam,'" ABA Joumal (March I, 2011) (see 

e-workpuper "Zahorsky.pdf) (indicating that die mean wage for attomeys in Sail 

Lake Cily, U'f is only 82% oflhe mean wage for attomeys in Washingtun, D.C.) 

Attumeys in Provo (wilh a 2010 population of only 112,488) are likely lo have an 

even lower mean wage than attomeys in Sail Lake City, UT. 

It is also noteworthy that lhc inlcmal legal staffing level that IPA is 

proposing for the IRR substantially exceeds published benchmark levels for a 

company the size oflhc IRR. For example, UP's own workpaper, the Altman 

Weil 2006 Law Departmeni Metrics Benchmarking Survey, indicates that 

companies lypically employ 3.5 lolal lawyers per $1 billion in revenue. See e-

workpaper "Altman Weil.pdf at 4. IPA has prupused that the IRR staff include 

twu full-time inlernal attumeys despite the fact that the IRR's revenues are only 
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S107.7 million in 2013 (the IRR's fir.sl full year of operations). Slated dilTcrcntly, 

IPA has propo.scd a staffing level equivalent to approximately 19 total attorneys 

per $1 billion in revenue, which is well above the rcporied Altman Weil 

benchmark. In fact IPA's propo.sed internal staffing is 5.3 times the level reported 

in the benchmark sludy from UP's evidence (19/3.5 = 5 3). 

In light of these considerations, IPA has utilized a conscrvaiive 

figure of 0.675% lo calculate the IRR's lolal legal spend as a percentage of 

revenues. IPA developed this figure by: { 

\ 'fhis figure* is substantially higher 

than the 0.37% average figure re^ported by HBR Consulling for 2011. Based upon 

the 2013 revenues for the curreni version ofthe IRR of S107.7 million, IPA's 

caleulalion yields a total IRR legal budget of $726,867. 

Second, UP has utilized an improper figure for the IRR's total 

intemal legal expense. In particular, UP's intemal cost estimate accounts only for 

the salaries oflhc IRR's two full-time attomeys and their as.sociaicd fringe 

'̂̂  'fo reiterate, IPA has adopted a eunscr\'alive assumptiun of uiilizing 
attorney salary data for Salt Lake Cily, rather than what in all likelihood would be 
lower allorney .salaries in Provo. 
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benefits. UP ignores the travel costs for these two employees and the cosl ofiheir 

laptop computers and desks. Even morc importantly, UP ignores the expenses 

associated with the other IRR employees with al least some involvement in lhc 

legal funclion; namely, lhc Manager of Safely and Claims and the IRR's 

Adminisiraiive Assislanls. While the duties of these employees would be broader 

than simply legal-related functions, it is improper to exclude cunsideration ofiheir 

involvement entirely, ('fhc base salaries for the attorneys In the present case also 

are higher than the base salanes oflhc attomeys in Dockei No. 42127). 

IPA has assumed that 50% oflhe expcn.se oflhe Manager of Safety 

and Claims should be treaied as legal expense, and that one-fourth oflhc total 

Administrative Assistants' expense should be ircatcd as legal, ('fhere arc two 

Administrative Assistants supporting a President and three Vice Presidents, so a 

one-fourth allocation uf expenses is appropriate.) 'fhc expense associated wilh 

this internal legal staffing is as follows: 

Table lll-D-IO 
Total Internal IRR Legal Expense 

Employee 

General Counsel 

General Attorney 
Manager of 
Safely and 
Claims 
Adminisiraiive 
Assistanis 

Count 

1 

1 

1 

2 

Salary 

${ } 

S{ } 

${ } 

Sf } 

Share 
Logal 

100% 

100% 

50% 

25% 

Legal 
Salary Share 

$( } 

S{ ) 

S{ } 

$( 1 

5360.623 

Fringe 
Ratio 

1413 

1413 

1413 

1413 

Total 

S( \ 

S( ) 

${ } 

S{ ) 

$509,562 

Travel 

SI 0.475 

510.475 

55.238 

$0 

526.188 

Total Intemal Legal Expense 8535,749 
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In the aggregate, the total inlcmal legal budget for the IRR in the 

present case is $535,749. Subtracting this intemal budgei from the $726,867 

eslimulcd total legal expense yields an outside counsel expense for the IRR of 

$191,118. '̂̂  'fhe combination ofthis outside counsel budget and the IRR's 

inlcmal staffing level will be sufficient to cover the legal needs ofa carrier as 

small as the IRR. 

Estimated annual costs have been developed for outsourcing all of 

the functions described above, 'fhc total outsourcing expense in the IRR's first 

year of operations equals $1,038,292. Details are provided in e-workpapcr "IRR 

Outsourcing.xlb'' 

(c) Start-Up and Training Co.sts 

'fhe IRR's start-up and training cosis have been calculated using lhc 

procedures approved by the Board in WFA /, slip op. al 51-54. 

Iniiial training costs for lhc IRR's train crcw personnel amount lo 

S1.0 million, 'fraining for these 'f&E employees is based on publicly available 

information related lo training 'I'&E employees. See e-workpapcr "IIl-D-3 

'f raining and Rccruilnient.pdf." 'I'he components of training cosls for train crew 

personnel include the cost of providing the training (''course co.st''), train crew 

'fhis calculation results in a slight overstatement of outsourced legal 
expenses as the total legal budgei is ba.sed on forecast 2013 IRR annual revenues 
whereas the IRR salaries and expenses shown above arc unnual 2011 expenses 
iiidexedlu4QI2. 
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wages (including fringes) and travel ousts, and both classroom and on the job 

training are included. 

Based on training course maierial available from MODOC Railroad 

Academy, conductor trainees receive four weeks of classroom training and five 

weeks of on the job training. Engineer trainees must complete the nine week 

conductor training and 16 weeks of addilional iruining. MODOC's course cosl for 

conductor und engineer training equals $6,492 and $26,484. respectively.̂ ** In 

addilion lo the course cosl, train crew wages per week, including fringes, are 

included as follows: (I) novice conductors - $769; (2) conduciors - $996; and 

(3) engineers - $1,185. 'I'he wages for cunductors and engineers arc based on 80 

percent oflhe wages for these posiiions. which as described previously are based 

on the highcsi paid 'f&E personnel in the stutc of Utah. 

Calcululion oflhe training co.sis for the IRR's train crew personnel is 

shown in e-workpaper "IRR Operating Expense.xls," lab "'f&E 'fraining." 'fhe 

average training cosl for train and cnginemen is $30,024 per individual, including 

tuition, travel and salar)' as appropriate 

'I'raining I'or the IRR's dispatchers is based on information available 

from UP's websilc which shows that dispatcher irainces must complete a 28 week 

training program, 'fraining costs for the IRR's MOW employees arc based on ihe 

weeks and cost of training accepted by the S'fB in Otter Tail. 

•*** 'fhc Engineer training course cosl of S26,484 includes the $6,492 cost of 
the conductor training course. 
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I'f Specialists are paid 1.6 weeks of wages for training based on 

information available on UP's website which indicates that IT personnel must 

attend an eight day class. 

Initial hiring cosls of ${ } per employee are included for rank-

and-file employees ba.sed on infomiation provided by UP in discovery in a 

document titled "2010 'fraining and Recruiling.xls." Recruiting cosls for 

managerial and executive employees equal 10 percent ofiheir first year's salary 

based on fees charged by several independent recruiting firms. Information 

regarding these fimis and their fee structures is included in e-workpaper "lll-D-3 

'fraining and Rccruitmcntpdr'' Subsequent annual recruilmenl and training 

expenses ure based on a three percent average annual attrition rate, which is the 

training failure rate experienced by MODOC Railroad Academy. See c-

workpaper "lll-D-3 'fraining and Rccruilnient.pdf." 

A total amouni of $1.8 million has been provided for initial IRR 

training and rceruiting costs. Further dciails conceming the developmcnl ofthis 

figure are included in e-workpapcr "IRR Operaiing Expense.xls." lab "'fraining." 

Consistent with WFA /, start-up training and recruilmenl cosis are treated as 

operaiing expense in lhc IRR's fir.sl year of operations. 

(c) Travel Exnense 

Travel expenses have been included for ull IRR employees at the 

Manager level and higher (except for lhc Customer Service Managers and lhc 

Assistant Controllers, as these positions do not require travel) and for the three 
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outside members oflhe Board of Directors. Annual travel expenses of $10,475 

per employee are included 'fhis amouni is based on the most recent available 

annual survey of corporate travel managers perfomied by Runzheimcr 

Intemulional, which eslimaies the annual cosl of corporate business travel. See c-

workpapers "IRR Operaiing Expense.xls" and "lll-D-3 G&A Other.pdf" 

4. Maintcnancc-of-Wav 

'fhe MOW plan for the IRR was developed by Gene Davis, P.E. Mr. 

Davis brings considerable hand.s-on experience wilh railroad MOW activities, 

having served in Norfolk Southern Railway's Engineering Department for 

eighteen years including service as a 'frack Supervisor, Bridge and Building 

Supervisor, and A.ssistant Division Engineer-Bridges. He is also an l''RA-qualificd 

track inspcetur. '̂ 

a. General Approach to Developing the MOW Plan 

Mr. Davis's MOW plan follows lhc preeepls approved by lhc Board 

in rcceni prior SAC rale cases, including those discussed in WFA I und AEPCO 

2011, 'fhc WFA I SARR. in particular, was roughly comparable in size tu the IRR 

allhuugh it had cunsiderably higher iraffic density in tenns of gro.ss ton-miles per 

mile.'*̂  It should also be noted that the IRR as configured for this ease docs not 

'̂ Mr. Davis's delailcd Stalemenl of Qualifications is set forth in Part IV. 

" 'fhe SARR in WFA / had 217.95 roulc miles, compared lo the IRR's 
174.96 route miles, 'fhe WFA I SARR had a maximum densiiy of 154.30 million 
gross tons per mile ("MG I'"), and this density extended over 128 34 route miles or 
58.9 perceni oflhc total route-miles. In contrast, the IRR has a maximum density 
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include the mountainous lerrilor)' east of Provo which wus part ofthe SARR in 

Dockei No. 42127, and which is more challenging than ihe territory west of Provo 

from a maintenance standpoint. 

'fhc IRR's MOW plan includes a field .sla IT sufilcienl lo perfomi 

day-to-day inspection and maintenance activities, supported by a managerial/ 

ofilce engineering staff that reports to lhc IRR's Chief Engineer. Capital 

maintenance programs arc also required during the ten-year DCF period to 

renew/replace the fixed facilities, including the principal elements oflhe track 

structure, 'fhe IRR's MOW stulTalso wus siruclurcd lo include planning, 

budgeting and contraciing related to annual capital programs.'̂ '* 

Some maintenance thut is considered operaiing expense is also 

conlractcd out, but the vast majority uf day-to-day spot mainienancc work is 

performed by the IRR's field MOW employees wiih assistance and supervision 

from lhc ofilce engineering stafi'. 'I'his includes FRA-required twice-weekly track 

inspeciions, nun-.scheduled ur special inspections necessitated by .stonns or 

of 50.3 MG'f for the Lynndyl-lPP Induslrial Lead segment, a di.slancc of only 1.55 
miles, 'fhc average maximum densiiy for the eniirc Lynndyl-Milford segment 
(representing 50.9 percent ofthe IRR's total route miles) is 40.9 MG'f. Thus, the 
maximum densiiy on the WFA I SARR was nearly four times the maximum 
density on lhc IRR's busiest line segment. 

^̂  Consisieni wilh the treatment of program renewal work in other recent 
raie ca.scs including AEPCO 2011, WFA I and AEP Texas, all ofthe IRR's 
program maintenance work is performed by contractors and lhc cost of capital 
programs is renecied in the DCF model. Under the DCF model, a portion oflhe 
IRR's fixed assets are assumed lo be renewed each year even though the IRR 
starts operations with a new physical plant, which means there will be no need for 
significant program work in the first ten years ofits operations. 
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exircmc heal swings, monthly turnout und walking track inspections, annual 

bridge and culvert inspections, at-gradc, rail-highway crossing protection tests, 

and routine day-to-day niainlenancc including spot-surfacing and lining rough 

track areas, repairing malfunctioning signals and power switches, replacing rail 

and welding track components, replacing broken tumout components, performing 

minor repairs lo bridges, making emergency infrastructure repairs such as those 

caused by a derailment, replacing a broken rail, joint and frog mainienancc, bridge 

and culvert emergency repairs, at-gradc highway/rail cro.ssing gale repairs or 

replacement and minor vegelalion control. 

In developing the IRR's MOW plan, Mr. Davis has provided a field 

organization and supervisory/support stall'appropriate to each needed niaiiitenanee 

function given the railroud's geographic scope, terrain, trafilc volume and gross 

tonnages by line segment. '̂' 'fhc busic functions include track inspection and 

routine maintenance, coiiiiiiuniealion and signal inspections, icsling and 

niainlenancc, bridge/culvert inspection and maintenance, and minor building 

maintenance, as well as budgeting and administrative support. Mr. Davis also 

considered the equipment needed lo perform each function, as well as the 

*̂' Mr. Davis's developmcnl of IRR's field MOW stall'is guided by the 
principle thai an efileieni. leasi-cost SARR does nol require unionized employees 
and does nol face the same constraints as Class 1 railroads in tenns oflhe level of 
supcr\'ision rcquircd and ability to cross-train. 'I'his enables field MOW 
employees lo be utilized in a more versatile manner, such that an employee can 
perfomi more than one funclion where consistent wilh the level of specialization 
needed 
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mainienancc work (olher than capital prugrams) that appropriately could be 

cuniracled out 'fhe stafi'and equipment described beluw are those needed to 

accommodate IRR's peak-year operations in lemis o f gross tons transported. 

b. M O W Personnel 

'fhe IRR's MOW personnel (employee) requirements are 

summarized in 'fable l l l -D - l 1 below. 

l A B L K I l l - D - l l 
IRR MAINTENANCK-OF-WAY PERSONNEL 

Position 
1 IQ Ofilce/SupcrvLsory (based at Lynndyl) 

'frack Engineer 
Communicuiions & Signals Engineer 
Bridge Engineer 
Engineer of Programs, Budgets, Safety & 'fraining 

Sublolal 
Field 

Roadmasier 
Assistuni Roadmasicrs 
'frack Crew Foremen 
'frack Crcw Members 
Roadway Machine Operators 
Wclders/Hclpcrs/Cirindcrs 
Roadway Equipmeni Mechanic 
Smoothing Crew Foreman 
Smoothing Crcw Member/Machine Operator 
C&S SupcrvLsor 
Signal Mainiainers 
Communicuiions Technician 
Communicuiions Mainluiner 
B&B Supervisor/Inspector 
B&B Machine Operator 
B&B Foreman 
B&B Carpcnicr/llelper & Water Service 

Subtoial 
Total 

No. of 
Employees 

1 
1 
1 
1 
4 

1 
3 
2 
4 
4 
2 

3 

29 
33 
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'fhe MOW personnel .shown in 'fable lll-D-6 equate to 6.02 mainline track miles 

per employee (198.98-^33). 'fhis is comparable lo the 5.95 mainline track miles 

per MOW employee accepted by lhc Board in AEPCO 2011 (3,326.24-559). I d , 

slip op. al 32, 65. 

c. MOW Organizalion bv Funclion 

'fhc IRR's field MOW organizalion is dictated by the railroad's 

geographic .scope (route miles), track miles and peak-year traffic volume measured 

by the gross tons traversing each line segment, ('fonnage is the metric that has the 

greatest single impact on railroad infraslrueiure condition and largely dictates how 

MOW resources .should be allocated ) In addilion, the distances that field forces 

must travel lo cover their assigned lerritor)' urc considercd. '1'he general office 

MOW StalT (which reports lo the Chief Engineer) is structured lu provide adequate 

super\'isury and administrative support to the field forees, as well as to prepare the 

annual MOW budget and supervise contractors in iheir performance of MOW 

work, 'fhe field and ofilce support personnel requirements of each MOW funeliun 

are discussed below. 

i. Track Department 

The IRR's 'frack Department consists of 20 employees, organized 

inlu the posiiions shown in 'fable lll-D-12 below, 'fhe annual compensation 
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a.ssociated wilh each position, by employee and in lolal. is also shown in the 

lablc.'^^ A discussion of each position follows the lable. 

F 

ll 

11 

TABLE lll-D-12 
IRR TRACK EMPLOYEES 

Po.sition 
Track Engineer 

Roadmasier 
Assi Roadmasicrs 
'frack Crew Foremen 
Track Crew Members 
Roadway Machine Operators 
Wcldcr/l-lelpcr/Grindcrs 
Roadway Equipmeni Mechanic 
Smoothing Crcw Foreman 
Smuoihing Crew Member/Machine 
Opcraior 

Total 

No. of 
Employees 

1 

1 
3 
2 
4 
4 
2 
1 
1 

1 
211 

Comp. Per 
Employee 

${ } 

S{ \ 
$ { } 
$ } 
S { } 
$ { \ 
$ { ( 
S { 
$ I \ 

$ { \ 
X 

Total Comp. 
$ { \ 

S ( } 
$ { } 
$ { \ 
s \ 
$ ( } 
$ \ 
S ( } 
S ( i 

$ ! } 
SI,430,285' 

' 'fotal compensation in this and subsequent MOW personnel tables may not add 
due to rounding. 

General Office Siafi'. 'fhe 'frack DcDartnicnt is headed bv the 'fracl< 

ngincer. He is responsible I'or maintaining all IRR track, preparing the annual 

'ack budgei and arranging for/overseeing contractor performance of track 

laintcnance (capital) programs. 

, 

" Derivation oflhe annual compensation .shown in connection with each 
position is shown in Part IIl-D-4-b. Compensation amounts are salaries excluding 
fringe benefits 
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Field Staff. Given the IRR's small size and niainlenancc needs, die 

IRR docs nol need any intermediate field supervision between ils 'frack Engineer 

and Roadmasier. 'fhe IRR's Roadmasier is supported by Assistant Roadmasicrs. 

track cre*ws and other personnel described below. 

Roadmasier and Assistant Roadma.sters. 'I he Roadmasier is the 

IRR's principal field mainlcnance supervisor. He is responsible for day-to-day 

track maintenance 'fhe IRR has a single Roadmasier district, rcfieciing ils 

relatively small size (174.96 route miles, which is the equivalent uf a single UP 

mainline subdivision). 

'I'he Roadmasier is assisted by three Assistant Roadmasicrs. 'fwo 

A.ssistant Roadmasicrs are primarily responsible for conducting .scheduled routine 

and special track inspections in accordance with all applicable FRA regulations 

(specifically 49 CFR §213.233) and are trained and certified by the IRR." One 

Assistant Roadmasier is primarily responsible for the territory between Provo and 

^̂ ' 'fhc IRR's Roadmasier disirict covers 198.98 mainline track miles, 'fhis 
is comparable to the 166.3 average mainline track miles per Roadma.sier di.slrict 
approved by the Board in AEPCO 2011 (3,326 24 mainline irack miles divided by 
20 Roadmasier districts), considering that (i) the AEPCO 2011 SARR's tral'fic 
density exceeded 70 MG'f per track mile for 16 of the 20 Roadmasier districts (id., 
slip op. al 66) whereas the IRR's maximum density (for the Lynndyl-Milford 
segmcni) is only 40.9 MG'f per track mile, and (ii) the primary duty of one oflhe 
three Assistant Roadmasicrs is lo assisi the Roadmusler in plunning and 
supervising the field track forces. 

^̂  ll is now common in the railroad industry to have A.ssistant Roadmasicrs 
perfonn truck inspections, 'fhis ubviutcs the need for .separate 'frack Inspector 
posiiions. 'fhe frequency of track inspections is dictated by the FRA track 
classificuliun. IRR maintains mustly FRA Class 4 track which requires inspection 
twice per week with ul least one calendar day interval between inspections. 
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Lynndyl and the olher is primarily responsible for the lerriiury between Lynndyl 

and Milford. In additiun to performing irack inspections, these individuals also 

assisi in routine field supervision oflhc track crews (described below), 'fhe third 

Assisiani Roadmasier spends most of his lime assisting the Roadmasier with the 

performance ofother MOW activities, such as performing routine switch 

inspeciions, vehicle maintenance, scheduling the work oflhc track and olher field 

crews, checking quality behind lhc track crews and other light maintenance as 

well as addilional track inspections as dictated by lemperaiure, weather conditions 

or emergency situations, 'fhe ihird Assistant Roadmasier also assists wilh routine 

track inspections when one uf the other twu Assistant Roadmasicrs is on vacation 

or otherwise unavailable. 

'frack Crews The IRR employs two field track crews, each 

consisting ofa Foreman and two Crcw Members who are essentially track 

laborers. (In addition each track crew is assigned a backhoc operated by u 

machine operator, who efi'eeiivcly is a third track crew member ) One crcw is 

rcsponsiblc for day-to-day maintenance oflhc mainline between Lynndyl and 

Milford and Milford Yard, the uther is responsible for day-tu-day maintenance of 

the mainline between Provo and Lynndyl (including the Coal Wye iracks), the 

tracks in the N. Springville locomotive maintenaiicc facility, and Lynndyl Yard.^" 

^̂  See e-workpaper "MOW Roadmasier 'fcrriiorics.xls.'' 'fhe track crew 
responsible for the temiory beiween Provo and Lynndyl, which has considerably 
lower density and fewer passing sidings than the territory between Lynndyl and 
Milford, can assisi the Lynndyl-Milford track crcw as needed. 
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These crews perform various tasks in connection with routine track maintenance, 

such as correcting track geometry defects (surface, line and gauge), repairing 

delected rail defects, replacing missing/broken joint bars and bolts or spikes, 

rcplacing failed lie plates/insulaiors/elips, replacing occasional defective tics al 

criiical locations such as joints, switch poinis and frogs, removing snow/ice frum 

switches, repairing rail lubricators, minor at-gradc highway-rail crossing repairs, 

assisting smooihing gangs (upon re*quesi) and replacing/repairing damaged signs 

'fhc territory assigned to each Held track mainicnanee crcw, the crew 

size, and the tasks these crews are expccled lo perform are* all consisieni with 

modem praeiicc on Class 1 and regional/short line railroads (many of which use 

two-person track crews), 'fhe crew icmlorics also rcfieci the concept that sonic 

work traditionally handled by large, in-huusc track program maintenance gangs at 

a Class 1 railroad is contracted oul (as described further below). Moreover, in 

addition lo lhc backhoes assigned to each track crew's lerrilor)', the Roadmasier 

has available an excavator with dump truck and lowboy trailer and a Prentice 

Loader, wiih operators, 'fhis further limits the need for addilional iruck and olher 

field personnel. 

Roadway Machine Operators. Mr Davis has staffed the IRR with a 

total of four Roadway Machine Operators. One Operator is assigned to each of 

the two backhoes wiih one backhoe assigned to each track crew's territory. One 

addilional Operator is assigned to an excavator and one to a Prentice Loader, both 

of which arc available system-wide The excavator operator is also assigned a hi­
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rail, three-way (roiar)') dump truck and lowboy trailer (used lo move the 

excavator), 'fhis equipment is used lo maintain the IRR's ditches as well as lo 

transport ballast, crushed rock or other malerials that mighi be neccssar)' in 

vanous MOW activities, 'fogelher wilh the two backhoes, the excavator can 

easily keep the IRR's ditches clean and frec-fiowing. ll should be noted that much 

oflhc UP roadbed underlying the lines being replicated by IRR is on fill or 

embankment with few parallel ditches (mainly in cut sections). Thus, much oflhe 

IRR route docs nol feature ditches that need frcquenl cleaning or repairing. 

Additional machine operators arc assigned under olher 

classifications, such as Smoothing Crew ('famper or Regulator Operator) Member 

or Foreman, 'frack crew nicmbers operate a Hi-rail Boom Truck, one of which is 

assigned to each irack crew whose members are nol machine operators. 

Weldcr/l-lelpcr/Grinders. The IRR employs one, two-person 

welding crew, coinciding wiih the single Roadmasier district, 'fhe welding crew 

consists ofa welder and a welder helper, 'fherc arc substantially fewer lumouts on 

the IRR compared lo those for which UP is responsible today, us well as very few 

joints lu maintain, so therc will nul be much need fur welding repair un the brand-

new IRR. However, welding crcw members are qualified and trained lu 'fhennile-

weld juinls where rcplacemeni rail is installed as well as lo repair engine wheel 

bums, chipped rail ends or lucalizcd rail How problems und maintain turnout and 
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rail crossing frogs and switch points withoul reniuving them frum the track.̂ '' 

Additionally, the welding crews will assisi lhc B&B forees when welding on steel 

bridges is rcquircd. Although the IRR's main track is comprised entirely of 

coniinuous welded rail (CWR), there arc .some joints associated with lumouts, 

in.sulaied joints and defective rail replacement loealions. Rail ends must be 

maintained and insulated joints may require slotting lo prevent joint or signal 

failurc and premature rail removal/replacemenl caused by significani rail-end 

butler and chipping. In addilion, welding crews provide backup support on larger 

jobs such us conlractcd fiash butlAfhcrmile welding programs and rail detector 

car/rail grinding operations. '1'he welding crew is assigned a hi-rail fiatbed truck 

equipped wiih a self-contained, dicsel-driven electric welding generator, cable 

crane winches for handling molds, and oxygen and acetylene tanks, as well as 

necessary hand tools and other welding equipment. 

Roadway Equipmeni Mechanic, 'fhe IRR also needs one Roadway 

Equipment Mechanic, 'fhis individual is rcsponsiblc for maintaining and 

pcrfonning routine repairs to IRR field equipment including its tampers, 

regulators, backhoes and excavator as well as the other specialized equipment 

assigned lo the field MOW forces, 'fhe Roadway Equipmeni Mechanic is assisted 

by the Machine Operators who perform simple daily maintenance tasks on their 

^̂  It is much more efileieni to do welding in place rather than to remove the 
defective frog, install a replacement und transport the defective frog tu a shop for 
repairs. 
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machines, 'frucks (hi-rail and regular) are maintained at dealerships with local 

mechanics used lo perform most auto or truck-related repairs und maintenance. 

Smoothing Crcw. 'fhe IRR employs one, two-person smoothing 

crew, which perfomis spot surfacing and lining oflhc track as needed to correct 

any significani surface irregularities noted in geometry test car data, or variations 

found by an Assistant Roadmasier during track inspections. Given the IRR's new 

track .structure, it is unlikely that there will be many surface or line irregularities 

wiihin the first len years oflhc railroad's exi.steiice.'*^ Mosi surfacing and lining 

takes place in areas with curves, 'fhe smoothing crcw consists ofa 

Forcman/'faniper Operator (who obtains the crew's track proiection) and one 

Smoothing Crew Member (Ballasi Regulator Operator). This crew is assigned a 

'famper and a Ballast Regulator, 'fhc 'fumpcr is used to surface and line track, 

'fhc Ballasi Regulator is used to move ballast, restore the roadbed seeliun and 

shoulder ballast, fill the tic cribs and sweep the track following surfacing and 

lining. Each smoothing crcw opcraior is cross-trained on the other's machine .so 

that dunng times of vacation, the primar)' fill-in will be from this crew.*" This 

crcw assists field track forces and contractors wilh derailments or uther problems 

''̂  Even where existing railroads have installed CWR, it usually replaced 
older, juinted rail whose joints look a pounding that tended to damage the roadbed 
over lime 'fhc IRR does nol maintain any old roadbed that has been pounded/ 
damaged by irains running over jointed rail for many years. 

"*' Should the ballast regulator need to fill-in on the lead tamper, a 
rcplacemeni operator can be drawn from the backhoes, excavator or Prentice 
Loader machines 

lll-D-80 



requiring minor surfacing work. If additional labor is needed to assisi a smooihing 

crew in unusual cireumslances, or in other instances such as during vacation limes, 

it can be drawn from the nearest track crcw or olher machine operator who hus 

been eruss-iruincd on the smooihing crew machinery. 

ii. Comniunications & Signals Departmeni 

'fhe IRR's Communications & Signals (C&S) Department consists 

of .seven employees, 'fhe specific positions and compensation levels in this 

departmeni are shown in 'fable 111-D-13 below. 

TABLE ll l-D-13 
IRR C&S EMPLOYEES 

Po.sition 
Communications & Signals Engineer 

C&S Supcr\'isor 
Signal Mainiainers 
Communications Technician 
Communications Mninlaincr 

Total 

No. of 
Employees 

1 

1 
3 
1 
1 
7 

Comp. Per 
Employee 

S{ 1 

S { \ 
S { 
S { } 
$ { I 

X 

Total Comp. 
$ \ 

S { \ 
S{ } 
$ { } 
S ( } 
S 592,557 

General Ofilce Stafi' 'fhe C&S Department is headed by the 

Communications & Signals Engineer, 'fhis Engineer position is rcsponsiblc for all 

communications and signals-related functions, assuring thai the proper tests arc 

conducted and that any neccssar)' maintenance is being perfomied. '1 his position 

is also rcsponsiblc fur developing the neccssar)' capital programs to keep all signal 

and communication equipment functioning reliably as well as supcr\'ising outside 

contractors who maintain the conimunications equipmeni including microwave 
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lowers and assueiated equipment and radius, 'fhis individual works closely wilh 

lhc C&S Supervisor to ensure that any signal or communication problems arc 

handled promplly. 

Field Stafi'. 'fhc field staff is led by one C&S Supervisor, 'fhc C&S 

Supervisor position is rcsponsiblc for field supervision ofthe Signal Mainiainers, 

Communicalioiis Maintainor and Communicuiions 'feehnician (described below), 

'fhe C&S Super\'isor is centrally located at Lynndyl to provide adequate coverage 

oflhc IRR geographic lerrilor)'. 

Signal Mainiainers. 'fhe IRR employs three Signal Mainiainers. 

'fhese posiiions are responsible for scheduled inspections and routine testing and 

mainlcnance oflhc IRR signal system. Signal Mainiainers repair defective 

trackside signals that govcm train movemenis,"*^ repair/replace al-grade, highway-

rail crossing protection devices, perfurm monthly FRA-mandated lesis and change 

out bruken signal bulbs, 'fhe number of Signal Mainiainers required is a function 

oflhe number of AAR signal units."*"* Based un IPA Witness Victur Grappunc's 

caleulalion that 3,261 total signal units arc required lu uperate the IRR system 

safely and efficiently, Mr. Davis pruvidcd three Signal Mainiainers, which equates 

lo one Mainlaincr per 1,087 signal units, 'fhis number is quite conserx'alivc: see. 

^̂  Since the IRR ho.sls only 89 miles of C'fC signaling, there is no need for 
a large C&S MOW force 

''"* An AAR signal unit is a measure oflhe difficulty of maintaining a 
particular signal device, 'fhere arc' nonnaily more AAR signal units than there are 
individual signals. 

lll-D-82 



e.g.. AEPCO 2011, slip op. at 73 where the Board acccplcd one Signal Mainlaincr 

per 1,250 SARR signal unils. 

Communications 'feehnician. 'fhe IRR employs one 

Communications 'feehnician who is primarily responsible for maintaining train 

crew radios and other communications devices and is based at Lynndyl. 'fhe 

'feehnician is on call ifa problem ari.ses in the C'fC control center and can be 

supplemented by assistance from the Communications Mainlaincr if neccssar)'. 

Communications Mainlaincr 'fhe IRR employs one 

Communications Mainlaincr who is primarily responsible for maintaining 

communication devices throughout the IRR system and assists the 

Communicuiions 'feehnician when applicable, 'fhis position is based at Lynndyl 

and also assists wilh problems in ihe C'fC Control Center when necessary. 

iii. Bridge & Building Department 

'fhe IRR Bridge & Building (B&B) Department consists of five 

employees, 'fhe specific positions and compensation levels in ihis department arc 

shown in 'fable 111-D-14 below 
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TABLE ll l-D-14 
IRR K&K EMPLOYEES 

Position 
Bridge Engineer 

B&B Supcr\'isor/lnspcctor 
B&B Machine OpertUor 
B&B Foreman 
B&B Carpentcr/l-lclper 

Total 

No. of 
Employee!) 

1 

1 
1 
1 
1 
5 

Comp. Per 
Employee 

S I \ 

S { \ 
S { } 
$ } 
$ { \ 

X 

Total Comp 
S{ } 

$ } 
S { } 
S { ] 
S { 
S 390,004 

General Office SlalT. 'fhc IRR B&B Departmeni is headed by the 

Bridge Engineer who is responsible for inspeciions and maintenance oflhc IRR 

bridges and culverts (thcrc arc no tunnels), and for in.speclions of and minor 

repairs to buildings, 'fhis position is also responsible I'or preparing the annual 

bridge repair budget and supervising the conlraeiors who perfomi periodic bridge 

niaiiitenanee and/or major structural repairs, as well as periodic building 

mainienance. Wilh the implementation oflhe revised FRA Part 237 regulations 

on September 13, 2010, the Bridge Engineer also will be a qualified Professional 

Engineer (PE). 'fhc IRR office and field siafi'is sufficient to comply with FRA 

Bridge Management Program requiremcnis. 

Field SlalT. 'fhe B&B field siafi'is nol large, rcfieciing the fact that 

the IRR has a total of only 48 bridges, all of which are eonsirucied using modem 

technology with concrete and steel components, 'fhat combination resulis in little 

or nu annual mainlenunce to the slriieturcs - unlike bridges wilh timber 
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components which are common on Class I railroads, including some located on 

the UP lines replicated by the IRR 

B&B Supervisor/Inspector. FRA regulaliuns require a railroad lo 

have a bridge supervisor and a bridge inspector. If appropriaie given the number 

of bridges to be inspected and maintained, a single individual can perfonn both 

functions. Given ils small number uf bridges and the absence uf tunnels, the IRR 

cnipluys une combined B&B Supervisor/Inspector, who reports to the Bridge 

Engineer.**** 'fhis individual is headquartered al Lynndyl ulong wilh the Bridge 

Engineer, 'fhe B&B Supervisor/1 nspeelur is primurily responsible for performing 

annual and periodic bridge and culvert inspeelion.s, and for conducting periodic 

inspections oflhe IRR's buildings. I le/she also recommends minor bridge 

repairs/maintenance to the B&B crew or, on occasion, Ihe Roadmasier, lo the 

extenl the repairs (such as tightening ur restoring mi.ssing bolls, clearing debris 

from bridge piers and culvert inlets, etc.) arc wiihin the capability ofa field track 

crcw or backhoe or excavator operator. Major bridge and culvert repairs are 

contracted oul. 

Other field B&R emplovccs '1 he B&B Department's field 

employees also include one B&B Machine Operator, and one B&B crcw that 

perfurms routine bridge and culvert muinlenanee The B&B Supcr\'isor is assisted 

**'* fhc Bridge Engineer would also participate in bridge inspections when 
feasible Otherwise the Bridge Supervi.sor/lnspecior would use a member oflhe 
B&B crew to assisi during inspeciions, as such inspections are never conducted by 
a single person. 
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by a B&B Machine Operator, who is equipped wilh a rubber-tired bridge 

hoist/crane 'fhe B&B crcw consists ofa Foreman and a Carpcnicr/Helper. 'fhis 

crew, working in conjunction wilh the bridge hoist, perfonns bridge and culvert 

repairs lo the exieni ihcy do nol involve major pier or superstruciurc repairs, which 

would not occur during Ihe foreseeable future and which would be conlraeied out 

Any needed welding of steel bndge cumpunenls is accomplished by utilizing lhc 

welding crcw which is qualified in bridge welding procedures 

iv. Misc. Administralivc/Support Personnel 

fhe IRR employs one addilional Engineering administrative and 

support person al the Lynndyl headquarters who is dedicated to the MOW funclion 

but who does nol support any particular field sub-department 'fhis person, the 

Engineer of Programs. Budgets, Safety & 'fraining, reports lo the Chief Engineer 

and helps develop the annual MOW budget (including the capital ur prugram 

budget) as well as interfacing with contractors performing both program and day-

to-day work and wilh govemmcnial agencies involved in public projects that 

afi'cct the railroad. He/she also deals with olher MOW administrative matters 

involving environmental, safety und training, as well as payroll and 

monitoring/payment of contractor invoices.**^ 'fhis Engineer has an unnual salary 

of${ }. 

'I'he IRR's purchasing function is centralized within the Finance & 
Accounting Department discussed above under General & Administrative 
expenses. However, purchasing a.s.sociaied wilh the IRR's MOW funclion is 
coordinated by the Engineer of Programs, Budgets, Safety & 'f raining. 
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d. Cunipcnsallon of MOW Emplovccs 

Salaries of IRR MOW personnel, other than the Chief Engineer 

(who is included in lhc Operating personnel discussed earlier in Part III-D), are set 

forth in 'fables III-D-12 ihrough 111-D-14 ubove. 'fhe totul annual compensation 

of these MOW personnel in the Base Year (excluding fringe benefits) equals $2.5 

million MOW .salaries ure based on the salaries paid by UP lo MOW personnel in 

2011. as shown in UP's Wage Forms A and B, indexed lo 4QI2 levels. Dciails 

arc provided in e-workpapcr "IRR Saluries.xls.'' 

e, Non-Program MOW Work Performed bv Conlraeiors 

While IRR's in-house MOW forces handle most day-to-day 

iiiainlenancc of IRR track and faciliiics, il is morc cosl-elTcciivc lo contract out 

some niainlenancc work thai is often treated as operating expense, 'fhc treatment 

of such conlractcd work by the IRR is consistent with the approach approved by 

the Board in WFA I, slip op. al 69-73 and AEPCO 2011, slip op, at 75-76. 

Such contracted work involves several broad categories including: 

(i) routine maintenance thut can be scheduled on a regulur busis but is noi 

pcrfonned frequently enough lo justify IRR investment in the equipment and 

personnel required to accomplish it (such as Irack geometry, ultrasonic rail lesting, 

rail grinding and ballasi cleaning); (ii) unplanned maintenance that docs nol occur 

at regular intervals and is more economically handled by conlraeiors who have the 

requisite expertise and speciulizcd equipment uvuilubic (such us snow und/or storm 

debris removal and bridge pier or superslruclurc repairs); and (iii) unplanned 
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maintenance events rcquiring more employees or specialized equipment thun the 

IRR supports becuuse ofthe infrequency and unusual nature oflhe events (such as 

removing damaged cars/lading and repairing lhc track siruclure after u mujor 

dcruilmcnt or weaiher cvenl/slorm). 

Specific areas of niainlenancc that are perfomied by contructors are 

described below. 

i. Planned Contract Maintenance 

Track Geomelrv 'fesling. Track geoniclr)' tcsiing is a routine 

maintenance funclion. 'fhe frequency of .such lesting is generally a function ofthe 

unnual gross tonnage moving over the track. Such testing ensures that the track 

and related struciures meet all FRA standards in lerms of alignment, gauge and 

profile 'frack geomeir)' lest results are used lu priurilize work by the smoothing 

crew. Geometry testing is required and completed wiih varying frequency, 

depending on the unnuul gross lunnage moving over vuriuus portions oflhc IRR. 

Generally, track carr)'ing between 5 and 30 million gross tons per year ("MG'f) is 

tested once per year; track carrying 30 to 60 MG'f is tested twice per year and 

track carrying morc thun 60 MG'f is tested three times per year, 'fhcsc 

frequencies are generally consistent wiih Class 1 railroad praciicc. 'fhe 

frequencies assumed with regard lo lesting track carrying above 30 MG'f are 

eonscr\'ative on a newly-cunslructcd railroad Ihal features belter roadbed 

compaction, drainage, ballast und subballa.sl, rail and limber. The newer 

constmclion manifest in lhc irack structure will hold up better than average Also. 
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Lhc IRR will have experienced no roadbed damage from previous use of jointed 

rail, where low joints developed from batter weakening the sub-grade over lime 

'fhc cost of track geometry lesting is ${ } per track mile 'fhis 

amount is based on infomiation provided by UP in discovery (see c-wurkpaper 

"MOW Cusis.xls," lab "Geomeir)' 'festing") Mr. Davis utilized llie latest UP 

coniract cost and indexed that amouni lo 4QI2 'fhc total annual miles of testing 

and rclated cosl calculations are detailed in e-workpaper "MOW Costs.xls,'' lab 

"Annual MOW Expenses.'' 

Ultrasonic Rail festing. Ultrasonic rail testing is impurtanl in 

preventing derailments because it helps reveal inlcmal rail defects before failure 

that could cause disruptions to IRR operations FRA regulations (49 CFR § 

213.237) require lesiing rail to locate intemal defects in Class 3 track over which 

passenger trains do not operate al least once ever)' 30 MG'f or once a year, 

whichever inicr\'al is lunger, and similar lesiing of Class 4 ihruugh 5 track at least 

unce every 40 MG'f or once a year, whichever interval is shorter. Consistent wilh 

these standards, the IRR conducts ultrasonic rail lesiing al least once a year on all 

ofits main lines (it has no track carrying greater than 40 MG'f annually). Branch 

lines are tested once a year, 'fhese testing frequencies arc* more than udequatc 

given that the IRR starts operations with all new rail on its main iracks and 

sidings. 

Based on a spreadsheet provided by UP in discovery, the average 

cosl of ultntsonic rail testing is ${ } per track mile indexed to 4Q12 prices 
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I'or each pa.ss over lhc track with a tesl car See c-workpaper "MOW Costs.xls,'' 

lab "Rail Flaw Detection" for details, 'fhe total annual miles of ultrasonic tcsiing 

and related cosl calculations are detailed in c-wurkpaper "MOW Cusis.xls,'' lab 

"Annual MOW Expense.'' 

Rail Gnnding. Rail gnnding is a part of most Class I railroads' 

MOW plans that is deemed necessary ba.scd on traffic, tonnage and rail 

characierisiies, while extending the ser\'ice life ofthe rail and increasing 

locomotive fuel efficiency. Studies have indicated that premium rail in high-

density territor)'. even wilh heavy curves, can withstand well in excess of 150 

MG'f without the need for grinding.'"* Here, due to the moderate annual tonnage, 

no 136-pound premium CWR rail is being used on lhc IRR main tracks; insiead 

standard 136-pound CWR is used on all IRR main Iracks. 'fo be coii.scrvalivc, the 

IRR will rail grind consistent with lhc approach u.sed in WFA, in that rail grinding 

will be performed ever)' 60 MG'f on mainline iruck not eonsirucied of premium 

rail, 'fangeni rail and rail in eur\'cs less than three degrees receive one pa.ss while 

rail in curves equal to or greater than three degrees receives two passes. Switches, 

rail crossings (diamond.s) and rail located in ai-grude road crossings also will be 

ground al the same lime that normal rail grinding is performed. 

'"* See Kevin Sawley, 'fransportalion 'fechnology 'fesl Center Inc., Report 
928. "North American Rail Grinding Practices and EITeeiivenes.s," August 1999, 
Railway Track and Structures, December 2000, page 15 (included us c-workpuper 
"grinding.pdf"). 
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'fhe annual cost per mile allocated to rail grinding is S{ } per 

pass mile, 'fhis cost is based on infornialion provided by UP in discovery in 

Dockei No. 42127 { [ indexed lo4Q 12. '1'he lolal miles of grinding and the 

related cost calculations are detailed in e-workpaper "MOW Costs.xls.'' lab 

"RailGrinding Cap. Costs.'' Switch grinding is performed at the same intervals as 

the rail grinding, also al a 4Q12 co.st uf ${ \ per mile. 'I'he quantity has been 

included in the total rail grinding effort to be accomplished. 

In WFA I, the Board treated the cosl of rail grinding as an operaiing 

expense, notwiili.slanding the complainant's argument ihal it should be capitalized 

because it extends rail life, /i^, slip up. at 71. However, the Board accepted 

capital treaimenl for this item in AEPCO 2011, slip op. al 77. It is now rail 

industry practice lo capitalize the cost of rail (and rclated .switch) gnnding und, 

{ 

} Accordingly, IPA capitalizes rail 

grinding costs. 

Ballast CIcaning/Undercullinu. Recognizing thai the IRR system 

carries cual unit train.s, over lime the ballasi may become fuuled and rcquirc 

shuulder cleaning (and occasional undercutting) MOW activities. Little such work 

would be rcquircd in the early years of IRR operations bui, after year three, aboui 

five perceni oflhe IRR's main and pa.ssing siding mileage .should be cleaned each 

year or about ten miles annually al a cost of $19,500 per year. 'I'hcsc costs are 

detailed in c-workpaper "MOW Costs.xls," lab "Shoulder Cleaning Costs." By 
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taking a proactive approach lo shoulder cleaning, wholesale undercutting should 

nul be neccssar)' during the ten-year DCF pcriud. 

Yard Cleaning, 'fhe IRR's yards shuuld be cleaned onee a year tu 

ensure that debris dues nol afi'cct rail operations, 'fhe IRR has a total of two small 

interchange-only yards, located al Lynndyl and Milford. 'fhc amouni and cosl uf 

yard cleaning required in these yards is based un Mr. Davis's experience. Details 

uf the calculations arc shown in e-workpapcr "MOW Costs.xls," tab '"Yard 

Cleaning." 'fhc total annual cost of yard cleaning is $9,500 per year. 

Vegetation Conlrol. Weed spraying, brush culling and mowing urc 

neccssar)' lo prevent overgrowth inlu the rail bed or other structures, which can 

cause a safety hazard, 'fhc most obvious and critical vegetation control concerns 

the balla.si section. If vegetation is allowed to fiourish in the ballasi .section, il will 

soun foul the ballast and interfere wilh the most impurtanl functiun of ballasi, 

which is to pennit water lo drain from the track siruclure, uninterrupted. If water 

IS allowed to be rctained in the track struclurc, il can reduce tic life and destabilize 

the track .structure, thus increasing the risk of track irregularities and derailments. 

Vegetation control also is criiical in the vicinity of al-grade, highway-rail 

crossings to ensurc the safety of both train operalions and lhc road iravcling 

public. 

IRR vegetation control requirements are ba.sed primarily on die 

climatic conditions and annual rainfall in the geographic arcas il .serves, 'fhc IRR 

system can conlrol potential vegetation growth on ils system by weed spraying 
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once per year in the spring with a second application as needed about three to five 

weeks afier the initial application. 

'fhe annual cosl of vegetation control is based on Mr. Davis's 

cxpcnenee. 'fhe total cosl per mile of vegelalion control is $113.74, wilh a total 

annual expense of S 19,900. See e-workpapcr "MOW Costs.xls," tab "Annual 

MOW Expenses.'" 

Very lilile brush-cutting should be required becau.se the IRR right-

of-way will he cleared during construction and much ofthe righl-of-way is located 

in areas where brush does nol grow readily Scheduled, periodic weed spraying 

will inhibit brush growih grê atly. Because brush and weeds sometimes lend lo 

accumulate near road grade crossings, the IRR's .system-wide excavator and the 

Roudmasler's backhoes will be used as needed to keep the right-of-way elearcd 

near road crossings wherc contracted vcgelaliun cunirol work may nol be 

sufilcienl. 

Crossing Rcpaving. Al-grade, highway-rail cro.ssings must be 

repavcd periodically. Asphalt pavement is typically used with treaied hardwood 

crossing timbers in many public grade crossings, 'fhc life of asphnlt puvemcnl is 

lurgcly a function uf highwuy/ruud traffic, al least beyund 24 inches outside each 

rail, although rail traffic is also a factor wiihin the crossing zone proper. A typical 

pavement application will lasl eight to twelve years, or longer. Consequently, 

there should be little need for lhc IRR lo begin re-paving activities immediately. 

However, to be conservative, and consistent with the approach used in the DCF 
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model, Mr. Davis assumed that puving would begin in the IRR's first yeur of 

operations. As the paving should lasl al least ten years. Mr. Davis assumed that 

ten percent oflhe lolal crossing paving quantity would be re-paved each year, 'fhc 

loial cosl of crossing paving is $162,404 annually, 'fhis amount is capitalized as it 

IS perfomied in conjunction with die annual cupitul (renewal) program. See c-

workpapcr "MOW Costs.xls," lab "Crossing Rcpaving.'' 

Equipment Maintenance. Normal maintenance of company-owned 

or leased equipmeni is eonlracled oul, allhough the IRR employs une in-house 

mechanic who performs routine mainienance and repairs lo the basic equipment 

used by ils field track forces. Equipmeni that may rcquirc addilional 

maintenance/repair by contractors (because il may be beyond the capability oflhc 

IRR's mechanic) includes hi-rail trucks, cxcavaiors and backhoes, ballast 

regulators, tampers, hydraulic power unils and certain power hand tools, 'fhe 

IRR's mechanic is prepared and equipped lo perfonn preventive mainienance and 

.straightforward repairs even lo this equipment 

A generally-accepted cosl in the railruad industr)' fur the annual cosl 

of maintaining MOW equipment is five percent ofits purchase pricc.''^ 'fhis 

amounts to $ 188,833 annually. See c-workpaper "MOW Costs.xls,'' lab "Annual 

MOW Expenses." 

**̂  In WFA I, slip op. ul 69. the Bourd accepted a higher figure nn the basis 
ofa .special sludy pcrfonned by the defendant. In this case, UP did nol provide 
any infonnation on its annual equipment mainienance cosls in discovery, and Mr. 
Davis believes the five perceni figure is reasonable 
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Communications Sysiem Inspection and Repair. Periodic inspection 

and planned maintenance oflhe IRR communications system, which is described 

in detail in Part lll-F-6 below, is performed in part by contractors with assistance 

from the IRR's in-liou.se Communications 'feehnician and Mainlaincr. 'fhe IRR 

communications system includes microwave towers, fiber optics and LMR radio 

facilities, which are inspeeicd annually. 

Communicatiuns maintenance and inspection costs are nonnaily u 

component of maintenance agreements covering communications sysiems entered 

inlo at the lime of installation. In WFA I, ihe complainant proposed and the Board 

acccplcd an annual communications system maintenance cost of two pereenl of 

originul purchase cosl. Based on Mr. Davis's experience ihis percentage is 

reasonable, and it has been applied to the IRR eonimunications-equipmcnt 

acquisition eusls develuped by IPA Witness Vicior Grapponc. 'fhc result is an 

annual cosl of contracted repairs to IRR communications facilities of $119,999. 

See e-workpapcr "MOW Costs.xls,"' tab "Annual MOW Expenses." 

Bridge Inspeciions. As described earlier, the IRR B&B Supervisor/ 

Inspector perfomis busic bridge inspections as part of his duties, including annual 

inspections of all bridges. Since all IRR bridges will be newly constructed, the 

IRR's B&B Supervisor/Inspector can perform all the annuul bridge (und culvert) 

inspections, 'fhercfore. no contract bridge inspection is required. 
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Building Muinlenanee. All IRR buildings urc new at operalions 

.start-up so only occasional routine maintenance is required.**** Olher than general 

plumbing and electrical repairs over time, HVAC sysiems generally require .semi­

annual inspeciions and/or maintenance which arc pcrfonned by contractors (as is 

occasional outside mainienancc). Mr. Davis developed an annual co.sl ofS 126,433 

for coniract building maintenance, which is based on two perceni oflhe lolal 

building cost. See c-workpuper "MOW Costs.xls,'" tab "Annual MOW Expenses " 

ii. Unplanned Conlractcd Maintenance 

Snow Removal. IRR yards and main tracks may require occasional 

snow removal. Mosi snow removal activity is perfomied by IRR field 

niainlenancc personnel who are nol normally as busy in the winter as during the 

remainder ofthe year in the areas where snowstorms are likely lo occur. 

All main track switches are equipped with switch heaters, 'fhe 

ballast regulator is equipped with a snow blower and can be used to blow out 

snow-laden switches and irackage as needed; the regulators ure run by Smoothing 

Gung members who ure not us busy in the winler in those areas. Snow removal 

from roadways and parking lots, primarily at the Lynndyl headquarters and the 

Milford and Provo crcw-changc locutions and fueling yard arcas, will be 

conlractcd oul; it is better handled by contractors because il is uneconomical lo 

•IK 
UP provided no infonnalion in discovery conceming building 

maintenance cosis 
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employ exira in-house .siafi'and own infrequently used, specialized equipment 

neccssar)' to perfonn this work. 

UP provided no data on snow removal cosls in discovery. Based on 

the fact that the IRR has only three significani snow-plowing locations (Provu, 

Lynndyl, and Milford) and the availability oflhe in-housc MOW forces' backhoes 

lu clear heavy snow form parking areas, Mr. Davis has allocated $10,000 per year 

lo perfomi coniraci snow removal. Sec e-workpaper "MOW Costs.xls," lab 

"Annual MOW Expense.'' 

Storm Debris Removal, 'fhere may be infrequent occasions where 

severe winds bring down trees or scatter debris un the right-of-way, as well as ice 

storm damage during winter condilions. Depending on the severity and exient of 

the damage, outside contractors will be called upon lo clean up debris. In-house 

MOW forces will be available lo assi.sl, but the IRR will nol stall'up lo rcspond to 

such occasional potential events. Onee again, UP provided no infonnation in 

discovery on storm debris removal cosls. Based on his experience, Mr. Davis 

provided S15.000 annually to cover lhc cost ofthis activity. See e-workpaper 

"MOW Costs-Final.xls," tab "Annual MOW Expense"**' 

Building Repairs. As described earlier, all IRR buildings are new. 

Nevertheless, the buildings may require occasional unplanned repairs. 'I'ypical 

'*' Neither snow nor storm debris removal costs are significani when 
compared to olher MOW activities, 'fhe cosl estimates provided in the text are 
reasonable given the inability lo realistically plan ur forecast un annual amount 
covering aeiiviiics that are based solely on unpredictable weather. 
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occurrences include stonn damage, water and sewer line repairs, electrical failure, 

HVAC repairs, etc. In Mr. Davis's experience, unplanned annual co.sts of building 

maintenance generally are subsumed within the general building maintenance 

cosls described above. 

iii. Large Magnitndc. Unplanned Maintenance 

Derailments. A new railroad such as the IRR, eonsirucied lo modem 

slandard.s, is less likely to experience a major track-caused derailment than the 

older irack structure and sub-grade ofthe UP lines being replicated. Nevertheless, 

over the IRR's ten-year life under the DCl-' model, derailments may occur. 

Removing equipment and lading and restoring lhc track structure after a major 

derailment usually requires heavy specialized equipmeni. 'foday. few railroads 

use in-house stafi'to clear and repair track aficr such derailments without 

assistance from a contractor, and must Class I railroads no lunger empluy auxiliary 

I'urccs dedicated to dcrailmeni respunsc. 'fhe same is true fur regional and short-

line railroads, which are even less able tu alTord this stand-by resource Almost all 

rail carriers rely primarily un contractors lo respond tu such occurrences because it 

is not cosi-efi'eelive lo support a separate eumplcnicnl uf employees and heavy 

equipment on .stand-by to deal wilh infrequent major derailments. 

According to the FRA Accident Reports for UP, UP incurred no 

damage from derailments on the lines replicaled by the IRR in the lasl twelve 

monihs 'fhis information is eonfinned in e-workpaper "IRR Derailment and 

Clearing Wrecks xlsx.'' Given the IRR's brand-new rail network al start-up 
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(including the fact dial il did nut replace ulder, juinted rail wilh CWR bui starts 

operalions with CWR on all ofits main tracks), and considering that il moves only 

complete trains with minimal local industry switching, the IRR certainly shuuld 

nul incur morc derailments than the real-world UP dues on these lines. 

'fo be conservative, IPA's experts applied a co.si for derailments and 

clearing wrecks on a per-milc basis, using data in UP's most current (2011) R-l. 

UP's 2011 R-l shows an amount for clearing wrecks uf $611 per ruute mile fur 

the UP system. When applied to the IRR's route miles, this yields a total cost of 

$106,897 for derailments and cleanng wrecks. See e-workpaper "IRR Derailment 

und Cleuring Wrecks.xlsx." 

Washouts. Again, a new railroad roadbed/track structure is not as 

prone to washouts as older, real-world railroad roadbed that may have experienced 

previous wutcr-rclaicd damage. Nevertheless, washouts may uecur - fur example, 

when a culvert Ihruugh the sub-grade becomes blocked, preventing the fiow of 

water, 'fhis blockage can be caused by melting snow or severe rainstorms that 

cause heavy mnofflo threaten the integrity oflhc right-of-way; fioaling debris on 

the upstream ends of some eulverts also euuld prevent culverts from serving their 

iniendcd purpose 

Based on lhc relatively arid territory in which much ofthe IRR roulc 

is situated and the IRR's total route miles, the average annual cost of washout 

repairs would nol exceed $50,000 and could be much less. 'I'his cost includes 

furnishing and placing up to 1,000 tons of rip-rap at a material cosl of $30 per ton 
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Olher related work wuuld be performed by local field forces (including the 

backhoe. excavator and smooihing crew) as needed See e-workpapcr ''MOW 

Cosis xls," lab "Annual MOW Expenses." 

Ditching. Since the IRR starts operations wiih a newly-constructed 

roadbcd/tniek structure with clear, open ditches, little ditching is likely lu be 

required. In-house equipment including the excavator and backhucs arc available 

to handle any neccssar)' repairs or ditch clearing. However, lo be conservative, 

Mr. Davis aeeounied for the possibility of having lo coniraci out .some specialty 

ser\'icc totaling $15,000 annually should lhc IRR's in-housc equipment be 

insufficient lo handle needed ditch clearing. 

Environmental Cleanups, fhc IRR operates locomotive inspection 

and .ser\'icing or repair facilities al N. Springville (near Provo) that might be a 

source of inadvertent discharge of environmentally hazardous materials. In 

addilion, IRR transports some hazardous commodities over several ofits lines. An 

infrequent environmental cleanup could occur if hazardous cummudilies arc 

relea.sed during a derailment. Derailments urc less likely to occur on the IRR thun 

on a Cluss I ruilroud such as UP because the IRR begins uperaliuns in late 2012 

over a brand-new track structure that includes CWR on all ofits main iracks. It 

will nol incur cosls associated wilh situations where CWR replaced jointed rail 

that caused ballasi and sub-grade problems due lo compression, which increases 

the risk of track-caused derailments 
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UP provided no information on the co.si of environmental cleanups 

in discovery. However, the IRR is providing protective drip pans al the location 

where locomotives are fueled at ils N. Springville locomotive facility, 'fhis 

insures that oil emissions from idling locomotives arc contained. Al N. 

Springville, a lolal of 180 track feet are protected by drip pans, whose installation 

cosl (including related pipes) is included in the IRR's road property investment 

cosls described in Pari lll-F beluw. 'fhe heavy duly drip pans lasl for many years, 

so there are no associated annual maintenance cosls for them. 

f. Contract Mainienancc 

Program maintenance, such as rail and tic renewal programs, is 

performed by contractors and is capitalized in the DCF model. Consistent with the 

Board's SAC precedent and Class I railroad practice, the following more frequenl 

MOW work that is conlractcd oul is also capitalized rather thun being included in 

operaiing expense 

i. Surfacing 

'fhc IRR employs one field smoothing crcw which performs day-to­

day surfacing ofthe track to corre^el rough spots. In addilion, heavy-tonnage track 

subjected lo the high axle loadings of unit coal and other trains needs lo be 

surfaced on a regular basis (once every three years) lo prevent il from deviating 

from acceptable standards. Consisieni with standard railruad practice as well as 

the Board's approach in recent SAC cases, including WFA I, this surfacing is 
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pcrfonned by a cuntracior and il is capitalized in the DCF model because il is in 

the nature of program work. 

ii. Rail Grinding 

As noted earlier, { 

} 'fhe rail and switch grinding frequencies developed 

by Mr. Davis, as described in the preceding section, were provided to IPA Wiiness 

'fhomas Crowley for purposes uf capitalizing them in the DCl-' Model. 

iii. Cro.ssing Repaying 

Again, as discussed earlier. UP is assumed to follow standard 

industo' practice und cupitalize road crossing renewal in conjunction wilh track 

and signal program work. The IRR follows the same approach, 'fhe cro.ssing 

rcpaving frequencies developed by Mr. Davis also were provided lo Mr. Crowley 

fur purposes of capitalizing them in the DCF Model. 

iv. Bridge Substructure and Supcrstniclnrc Repair 

Bridge life expectancy under UP's depreciation accounting is 60 

years, 'fhis life expectancy generally refiects the longevity and stability of bridge 

superstructure and substructure components.'** Nonetheless, unexpected minor 

repairs on a bridge substructure and superstructure will be required from time to 

lime. The likelihood dial steel and concrete repairs will be required is negligible 

su lhc IRR's bridge replucemcnls are accounted for in the DCF process. 
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given that the IRR structures are new in year one and enjoy a life expectancy of 

over hal fa cenlur)'. 

However, to be conservative. Mr. Davis assumed having lo repair or 

perfonn coniraci maintenance on two oflhc IRR's 48 total bridges annually, or 

about four perceni per year (equating to almost 42 perceni of all bridges over the 

10-year DCF period, which is a very high number), as a result of unexpected 

events such as being struck by vehicles or high water, rcsulling in having to 

repair/replace bridge components or make pier repairs. Mr. Davis assumed a 

coniraclor's crew of four working over a period of two days ($2,000) plus malenai 

($1,000) and equipment ($1,000) for the two emergency repairs or a total of 

$8,000 annually, 'fhis cosl is expensed. 

g. Equipmeni 

'fhc IRR's in-housc MOW forces require a variety of equipment to 

perform their duties, some of which has been described prcviously. MOW 

equipment requirements and cosls (oihcr than for small tools, whose cost is 

included as a materials additive to the base compensation cosl of each employee) 

are described below, 'fhe costs of all ofthis equipment are detailed in e-

wurkpaper "MOW Costs.xls,'" tab "Annual MOW Equipmeni Gust" 

i. l l i-Rail Vehicles 

Each ofthe IRR's two field track crews is equipped wilh a hi-rail 

truck which provides transportalion oflhe crew and is equipped wiih the tools 

necessary for the crcw to perfonn its duties, 'fhis crew-cab vehicle, which is 
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appropriate for the tasks il is intended to accomplish, comfortably scats a Foreman 

and two Track Workers. Ils hi-rail gear provides the versatility rcquircd of 

muinlenanee forces to gain access lo the irack and carry oul their duties, 

particularly on the portions oflhe IRR network where iraffic densiiy is high. 

For example, ifa track crew cannot access the track al a particular lucatiun 

due to imminent train arrival, the crew travels by road to a point where a 

dispatcher can provide positive protection for the crew to get on the track. 

Altcrnalively, ifa crew is on lhc track and it cannot remain or proceed due lo un 

oncoming irain, the hi-rail vehicle is removed until the train clears the C'fC block 

or, in non-signaled territory, passes the track crew's locaiion, and then cither 

returns tu the track ur muves. by road, to another point where (wilh uulhority from 

u disputchcr) it uguin obtuins the uulhority to gain access to the track. 

Each oflhc hi-rail vehicles is equipped with a boom crane and 

overhead racks, 'fhcy allow the crew lo luad 39-1'uul rails, frogs, switch points, 

switch lies, crass lies and other malerials necessary to perform track 

maintenance.^' 'fhe vehicle alsu is equipped with a hydraulic system providing the 

capability fur uperaiing portable tamping tools (2). an impaei wrench (1), a rail 

saw (1), a rail drill (1), a spike hammer or driver (I), a spike puller (1), e/c, which 

'̂ ll should be noted that the heavier materials such as longer weldablc 
frogs would be handled by the Prentice Loader, working in conjunction with the 
track crew, 'fhis "teaming" aspect of equipment utilization moderates the size 
required for the track crews' trucks. 
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are included in lhc complemenl of tools carried on the vehicle^^ Based on 

information obtained from hydraulic loul vendors, Mr. Davis determined ihut the 

IRR's cusl to equip a gang truck or Assistant Roadmasier truck with these tools is 

$16,300 per vehicle See c-workpaper "MOW Cosis-xls," lab "Annual MOW 

Equipment Cost" 

While the B&B crew hi-rail truck is equipped with a difi'ereni type 

of crane than lhc track crew hi-rail trucks, the B&B truck costs approximately the 

same and is similarly outfitted wiih hydraulic und hund tools. 

Olher MOW personnel urc assigned smuller hi-rail vehicles. 'I'hcsc 

include the Roadmasier and Assisiani Roadmusiers, Signul Mainiainers and 

welding crew, 'fhc Assistant Ruadmasiers' vehicles al.su are equipped with a 

hydraulic pump and loul set similar to the system in the track and bridge crew 

vehicles (an Assistant Roadmasier may not carry the full complement of hydraulic 

tools every day on his truck lo reduce weight, in all likelihood these Irucks would 

carry the impacl wrench and possibly lhc spikcr on a daily basis, and the other 

complement of hydraulic tools as necessary). The HQ Enginccring/MOW staff 

aLso is assigned hi-rail vehicles as described in Part III-D-4-f. In addition, the IRR 

equipment roster includes one trailer assigned lu move the cxcuvulor tujub sites as 

well as a Prentice Luader (maierial handling) truck. A trailer is alsu prcwided tu 

^̂  'fhc hydraulic sysiems on the track crew's hi-rail irucks can perfomi 
mure functions thun an air compressor. Air tools largely have been replaced by 
hydraulic tools supplied lu each crew and each A.ssistant Roadmasier. 
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host the backhoes a.ssigned to each track crew's territory, 'fhese vehicles are used 

to deliver equipment, tools and materials lo the field track and other crews. 

Smaller hi-rail vehicles driven by supervisor)' employees are 

intended essentially for their lran.sportalion and thai of others who may accompany 

them together with some capability for small material transport. Vehicles rated 

ihrec-quarlers to one ton arc suitable. Hi-rail vehicles a.ssigned to Assisiani 

Roadmasicrs, Signal Mainiainers and Welders nol only provide transportation of 

employees, but are equipped wilh ser\'ice bodies I'or transporting equipment, tools 

and parts. Here, too, vehicles rated three-quarters lo one ton are appropriate, 'fhe 

rating specification accomniudales a wide variety uf vehicle manufacturers and 

budy configurations. 

As .shown in e-workpapcr "MOW Cosis.xl.s," lab "Annual MOW 

Equipnicni Cosl," IRR's total hi-rail vehicle cusl is SI.31 miltiun. 'fhe$l 31 

million number for hi-rail vehicles excludes the Prentice Loader and regular and 

rolary dump trucks, which adds $0.63 million to the hi-rail vehicle costs, 

increasing the total to SI.93 million. Addilion oflhe conventional vehicles (cars 

and irucks) brings the total vehicle cosl to $2.25 million. 

ii. Equipment for Track and Related Work 

IRR field crews responsible for track niainienunce (including the 

truck crews, smooihing crews und welding crews) ure u.ssigned other specialized 

equipmeni needed lu perform their tasks, as described below. 

III-D-106 



Rail Drills. Rail drills arc needed by field irack crcws for drilling 

holes in new replacement rail when bolted joints are installed by replacing a rail 

that is found lo be defective through electronic lesiing or visual detection. Each 

track crew and each Assistant Roadmasier is assigned one hydraulic rail drill as 

part ofthe hydraulic tool set on their truck. 

Rail saws. Rail saws arc used by field MOW personnel lo crop 

torch-cut rail ends or shorten existing rail ends when joints arc to be installed. 

Providing smooth rail-sawn ends meets FRA requircmenis for the IRR track 

classes, as no torch-cut rail is allowed in Class 4 track. Euch hydraulic tool sei 

contains one rail saw. 

Impacl Wrenches. Each truck crcw and Assistant Roadmasier also is 

outfitted with an impacl wrench in the hydraulic tool .set on their hi-rail vehicle 

'fhis piece of equipment is lused lu luuscn and tighten juinl bolts where juints are 

prescni in the track infrastructure 'fhe impacl feature uf these lools is especially 

elTcctivc where a nut and boll arc rusted or seized and manual aliempis to loosen 

them might prove unsafe, 'fhe impact wrench also is equipped with calibration 

capability so that applied force can be .set in accordance wiih manufaclurer's 

.specifications. 

'faniping 'fools. Each field track crcw is equipped with two small, 

hand-held tampers. Major surfacing programs are incorporated into major rail and 

lie renewal projceis and arc performed by outside contractors with large tamping 

equipment. However, additional spot surfacing may be required to smooth juinls, 
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switch and railruad crossing frogs, switch points, bridge approaches, al-grade 

crossing approaches, local spots on the high sides of curves, and as curves move 

(oul) in the spring and (in) during the fall, 'fhis spot power tamping (versus hand 

lamping wilh ballast forks) minimizes speed reslriclions due to track condilions. 

'fhus. each track crcw is equipped wiih a set of tamping tools powered by the hi-

rail vehicle's hydraulic system. 

Spike Hammers (Drivers). Each set of hydraulic tools is 

accompanied by a single .spike hammer or driver which drives rcgular cut spikes 

into wooden ties or lag screws into limber headers (or planks) in at-gradc, 

highway-rail crossings, 'fhese power tools reduce manual labor associated with 

spike installation. 

Spike Puller. Lastly, each set of hydraulic lools includes a single 

spike puller, which again reduces the amouni uf manual labur us.sociuied with 

spikes, only this time invulving the removal of existing spikes from limber tics. 

Tamper and Ballast Regulator. The smooihing crew is equipped 

with a modern high-speed tamper with swilch-tamping capability lo perforin spot 

lamping wurk and a ballast rcgulatur which is rcquircd lo move ballast, restore the 

roadbed section and shoulder ballasi, und sweep the track, 'fhc crew perfonns 

virtually all oflhe spot tamping, lining and surfacing rcquircd to maintain proper 

track line and surface, 'fhc iniiial capital cosl ofthe tamper is ${ 

} and indexed loa4QI2 price of ${ }, 

while the cost oflhc ballast regulator is S{ } 
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and indexed lo a 4QI2 price o(̂ S{ }. 'fhe suurce of these initial capital 

cosis is UP discuvcr)' document "Equipmeni Roster xlsx'' produced in discovery 

in Dockci No. 42127. 'fhe calculation ofthe amounts shown is detailed in e-

workpaper "Equipment and Contract Scrvicc.xisx." 

Grinders, 'fhe welding crew is equipped with a coniplement of rail 

grinding equipment, including straight and profile grinders, 'fhis equipment is 

used to grind rail lu the designed profile al specific locations, 'fhc IRR's welding 

crew uses the 'fhermite welding process lo eliminate joints cremated temporarily in 

CWR wherc a scclion of rail is replaced. It also restores, by welding, rail ends 

which are battered, chipped or crushed, switch and rail crossing frogs, and swiich 

points. Once welding is complete, the weld zone needs to be ground lo conform 

with the rail profile adjacent to the zone. In addition, the crew slots insulated rail 

joints found in the vicinity of switches, railroad crossings and bridge approaches, 

'fhe joints rcquirc slotting as lhc railhead fiow, under traffic, moves to span the 

joint gap. Ifthc fiow is nol checked by slotting, it eventually breaks ofi" causing 

the rail end to chip or may cau.se signal failures. 

Each ofthe twu track crews also is equipped with a straight grinder 

in connection with ils occasional rail repair work, 'fhe cosl ofsiraighl grinders 

u.scd by the track crews and one set of grinding equipment used by the welding 

crew IS included in the cost oflhe welding or track crew irucks 

400-Amp Welders 'fhe welding/grinding crew also is equipped 

with a 400-amp welder, mounted on lhc crew's hi-rail truck, 'fhis smaller welding 
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loul pruvides the crcw with the needed fiexihilily lo access a work site regardless 

of truck locaiion. 'fhe cosl of one 400-anip welder is SI 2,000, which is included 

in the truck cosl of welders. 

Oxv-Acclvlene Welders. Finally, the welding crew is equipped with 

welding und cutting torches and fuel cylinders, 'fhe total cost of oxy-acclylcnc 

equipment used by the welding crew is $750. 

'frack Hoe 'fhc IRR's MOW equipmeni rosier includes one 

backhoc track excavator (also known as a "trackhoe''). 'fhis machine, which is 

operated off-track, is also available to assist the two backhoes. It is used primarily 

in clearing slide areas, installing culverts, and olher miscellaneous excavation 

work, ll is also occasionally needed by the field track and signal forces, 'fhe 

trackhoe is elTcctivc in specialized ditching purposes (such as improving drainage 

in the vicinity of al-grade highway/rail crossings und plucing signul conduit) und 

in spot cxcuvalmg. It also can clear debris and beaver dams lodged at culverts und 

bridges when equipped with the optional grapple attaehmenl. 'fhc total cost oflhe 

iruckhoc on { \ which wus indexed to u 4QI2 

price of S{ ( bused on UP's "l-'quipment Roster.xLs" provided in di.scovery 

in Dockei No. 42127 (and included in the c-workpapers for Part 111-D) See c-

workpapcr "MOW Costs.xls.'' tab "Annual MOW Equipmeni Cosl." 

Backhoes and Dump 'frucks. Each oflhe two track crew lerrilories 

is equipped with a small rubber-tired backhoe. dump truck, and irailcr to transport 

the backhoe 'fhese addilional support vehicles supplement the equipment 
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described in the preceding sections and are available lo the track and smoothing 

crews on an as-needed basis 'fhc cost ofthis equipment is ${ }. 

Dciails (including sources) conceming the cosls of ull equipment 

Items described above are provided in c-workpaper "'MOW Costs.xls." lab 

"Annual MOW Equipment Cost" 

iii. Work Trains 

Contractors provide all equipment (except locomotives) necessary lo 

support large track programs. As explained in Part III-C-2-c, the IRR has spare 

road locomotives that arc available for occasional use in cunlraclur work-train 

service, as nccded.^^ 'fhose locomotives also can be used to move the occasional 

car of ballasi, etc, needed by lhc IRR's field MOW track forces. 

'fhc IRR does nol need any separate work-train equipmeni ofits 

own. Spul ballast is purchased by the carload, wiih lhc IRR simply moving the 

carload supplied by lhc vendor lu the location where il is needed. Spot lies can be 

moved lo the locaiion where they arc needed by the Prentice Loader truck. Based 

on Mr. Davis's personal knowledge and observation, many railroads (including 

Class I's) are now using this approach (depending on the complexity uf the 

project) and no longer employ ficcts of work-train equipment lo be used by in-

housc MOW forces. 

^̂  For example, CWR is laid in 1,600-fool strings from a rail train of 
specialized fiatcars that requires u locomotive Other contractor equipment items 
such as a spike pullers, nipper-spikcrs, tampers and ballasi regulators arc self-
propelled and do not require motive power 
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'fhe IRR dues need to slurc ur hold work-train equipmeni 

temporarily, for either contract jobs or cars of material supplied by outside 

vendors Mr. Davis has provided a 1.000-fool MOW equipment storage track I'or 

this purpose at the IRR's Lynndyl yard, 'fhis track also can be used for temporary 

storage of some oflhe IRR's larger hi-rail equipment as well as contraeior on-

irack equipment 

h. Scheduling of Maintenance 

Spot maintenance work carried oul by the IRR's MOW crews is nol 

scheduled in planned mainienancc windows. Although much oflhe work is 

routine, .some occurrences are unplanned but require immediate utteniion und do 

not rcfiect the normal, routine approach lo spot mainlcnance designed by IPA's 

Wiiness Davis. Given the fiow of iraffic on lhc railroad, scheduling spot MOW 

work must be fiuid and ficxible lo the extent feasible given specific mainienance 

needs. Allhough the IRR's field MOW crews (including signal muintainers) are' 

responsible for all routine maintenance work that occurs on the IRR righl-of-way, 

they also address conditions rcquiring immediate remedial action such as broken 

rails, broken joint bars, down or malfunctioning cro.ssing signal gale amis, etc 

Any condition rcquiring remedial action that cannot be mcl by ihe MOW field 

crews is referred to the proper authority, usually the Roadmasier or an Assistant 

Roadmasier, who calls in needed re.sources. In the meantime field MOW forees 

provide Hag protection in such situations. 
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An IRR field niainlenancc crew may perform difi'ereni work on 

succeeding days. In addilion lo rcgular duties, which the Foreman of each crew 

will have planned, the Roadmasier ur uther .super\'isor will assign specific tasks 

which will be rcfcrrcd lo a particular crcw or a combination of crews, 'fhe tasks 

assigned on a particular day will depend on the expected rail irafllc (train 

frequency) and ihus the work window available. A particular track crcw may be 

able to move on irack by hi-rail vehicle directly from ils base lo a locaiion 

requiring, I'or example, the change-out ofa defective ruil which has precipitated a 

temporary slow order, thereby restricting the speed of Irains. Anolher crcw could 

be assigned a similar task but, because ofa differing cireumsiancc with respect lo 

irain locaiion and work window, must move by road (in its hi-rail vehicle) closer 

lo the task's location, und then obtain a work window from a dispatcher. 

Other activities can be scheduled more easily. For example, 

following the passage of an ultrasonic rail lest car, some rails will require 

immediate removal and joints must be 'fhermite-welded. Since the lesting is 

planned, the replacement of defective rails can be scheduled, 'fhe field track crew, 

assisted by a welding crew, can then he in position to replace the defective rails 

and weld them. 

Ullimatcly, the IRR field MOW crews are nol relying on specific 

maintenance windows that arc planned substantially in advance ofnecdcd work. 

Instead, crews plun their days around specific infornialion eonccming the number 

of irains expected that day in their territory and lhc work that needs lo be 
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completed. No scheduled mainlcnance would be performed during the IRR's peak 

trafilc period, which occurs in the winler (early March) Only emergency repairs 

will be performed during that period. 

5. Leased Facilities 

'fhc IRR has no leased track facilities. 

6. Loss and Damage 

'fhc IRR's annual loss and damage cost equals $58,667 for the first 

full year of operalions. 'fhis cost was developed based on UP's actual 2011 loss 

and damage per ton for the commodilics moving on the IRR, multiplied by the 

number of tons of each commodity moved on the IRR's replicated parts oflhe UP 

system in the Base Year, ihen multiplied by the irafilc group ton ratios by 

commodity group to rcfiect IRR trains moving in the firsi full year of operations. '̂* 

See e-workpapcr "IRR Loss and Damagc.xisx." 

7. Insurance 

'fhe standard praeiicc of large railroads is to self-insure against 

potential liabilily except for catastrophic risks, 'fhe IRR also self-insures againsi 

most types of claims, and obtains insurance at compeiilive rales to cover 

cataslrophic loss and I'cderal Employers Liabilily Act exposure. 

'"' For cross-over irafilc, the IRR's share oflhc loss and damage paymenis 
was calculated on lhc percentage oflhe IRR's car-miles to UP's total car-miles by 
two-digit S'fCC code. 
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Insurance expenses for the IRR were calculated using the experience 

ofthe P&W, a publicly traded regional railroad, for 2008 ihrough 2011 The 

result is an IRR insurance expense of 3.89 percent of operating expcn.ses. See e-

workpapcr "IRR lnsuraiice.xls.'' 

8. Ad Valorem Tax 

'fhe IRR operates only in the slale of Ulah. 'fo develop ad valorem 

taxes, the amount of tax that UP paid per route mile in 2011 was calculated for us 

roulc miles in Utah, 'fhese amounts were ihcn applied to the IRR's route miles. 

Details oflhe calculation are shown in c-workpapcr "IRR Ad Valorcm.xls." 

9. Calculation of Annual Operating Expcn.scs 

'fhe IRR's operating expenses for ils first yeur of operations 

(November 2, 2012 to Nuvember I, 2013) urc summarized in 'fable lll-D-l above, 

'fhe methodology used to calculate ihcsc expenses for inpui into the DCF model is 

summarized al pp. lll-D-l lo 2 above. 
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III. E. NON-ROAD PROPERTY INVESTMENT 

1. Locomotives 

'fhc IRR leases all ofits locomotives, 'fhc unnual locomotive lease cosl is 

included as an operaiing expense, as described in Part lll-D-l ubove. 

2. Railcars 

'fhe IRR also leases all of iis railcars. 'fhe unnual railcar lease cosl is also 

included as an operaiing expense, as described in Purl lIl-D-2 ubove. 

3. Other 

Most oflhc IRR's other equipment including company vehicles, 

muinlcnunce-of-wuy equipment such us hi-ruil irucks, radios, and telephones (see Parts 

lll-D-3 und lll-D-4 above) are purchased. Computers and related hardware are also 

purchased, 'fhe IRR's information technology and computer sysiem needs, and the 

associated capital investment, are described in Part III-D-3-c-iv above, 'fhe purchase 

prices of these items are annuitized and included in the IRR's operaiing expenses. 

'fhe IRR does nol operate over any joint facilities owned by olher carriers. 

UP and lhc URC operate over approximately iwo miles of IRR trackage in the Provo 

urea in connection wilh the interchange of certain coal trains with the IRR. 
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111. F. ROAD PROPERTY INVESTMENT 

IPA's SARR road property investment evidence is being sponsored 

by Siuart Smith (land acquisition cosls), Harvey Slone (engineering and 

consiruction cosls), 'fimothy Crowley (grading/roadbed preparation costs), Victor 

Grappune (conimunicuiions and signals cosis), and Phillip Burris (the cost of land 

grunts und casements), 'fhcsc witnesses' qualifications ure set forth in Part IV. 

'fhe IRR replicates existing UP rail lines in the Slate uf Utah, 

including portions ofthe Sharp and Lynndyl Subdivisions extending between 

Provo on the northeast and Milford on the southwest As discussed in Part lll-B. 

lhc IRR replicates a portion of one of UP's truiisconlinenlal intcrmodal und 

general freighi corridors. 

'fhe IRR's road properly investment costs are summurizcd in 'fable 

III-F-I below. 
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I. 
2. 
3. 
4. 
5. 
6. 
7. 

8. 

TABLC: III-F-1 
IRR ROAD PROPERTY INVESTMENT COSTS 

(millions) 

Item 
Land 
Roadbed Preparation 
'frack 
'funnels 
Bridges 
Signals, Communiealions & Olher Equipnicni 
Buildings & Facilities (including Fueling 
Facilities) 
Public Improvements 

Investment 

$ 15.8 
76.4 

174.7 
0.0 

13.0 
23.1 

8.3 

4.1 

9. Subtotal S 319.6 

10. Mobilization S 7.6 
11. Engineering 29.9 
12. Contingencies 33 7 

13. Total Road Property Investment Costs $ 386.7 

1. Land 

'fhe IRR's land acquisition cosls were developed by Stuart A Smith 

of MillenniuM Real Estate Advisors, Inc. Mr. Smith has over 25 years of rcal 

estate appraisal experience. He hus prepared land acquisition cosl testimony in 

prior S'fB niaximuni-rcusonublc rate cases, including AEPCO 2011, Seminole and 

Wisconsin P&L.̂  In addilion. Mr. Smith prepared the SARR land acquisition 

COSIS in Dockei No. 42127. which werc uccepled by UP. Here, Mr. Smilh has 

' Wisconsin Power & Light Co. v. Union Pac. R.R., 5 S.T.B. 955 (2001) 
('•Wisconsin P&L"). 
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updated his report in Dockei No. 42127 lo rcfiect the IRR's smaller route mileage 

of 174.96 miles. However, us Mr Smith expluins in his report, the murkei i'or land 

in the replicated area has nol materially altered since he prepared his iniiial report 

in 2011. 'fhus. Mr. Smith's valuation remains consistent with the prior valuation 

accepted by UP. Mr Smith's exicnsivc qualillcaliuns in the real esiutc uppraisal 

field arc set forth in Part IV. 

'fhe IRR's roulc starts near the south end ofa midsized cily, Provo, 

U'f. 'fhe IRR quickly passes oul of Provo, und the balance oflhe route, more than 

95 pcrcciit oflhc territory traversed by the IRR, is rural or olherwise low densiiy. 

Mr. Smith's land acquisition report ("Report") necessarily focuses in more detail 

on the Provo area, where land acquisition costs per acre are higher. 

Mr Smith's methodology and his determination of land acquisition 

cosis I'or the IRR arc set forth in his Report, which is included as c-workpuper 

"IRR Land Vuluuiion Report.pdf." A suiiimur)' of Mr. Smith's land valuation 

determinations is provided in 'fable lll-F-2 below. 
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T A H L K I I I - F - 2 

IRR L A M ) ACQUISITION COSTS 

Property Type 

ROW-Fee Simple 

tocomotivc Shop 

Microwave 'lowers 

ti i i id Grants &. IZnscmcnl 

Tulul 

Cost 
(millions) 

S 154 

32 

0.004 

-2.8 

S 15.8 

a. Right-of-Wav Acreage 

Mr. Smith established a fee simple, righl-of-way value of $15.4 

million I'or the IRR. which includes 2,108 acres, 'fhis figure does nol refiect the 

reduction in costs attributable to acreage acquircd ihrough grunts und easemenis. 

which are included in the 2,108-acre lolal. Consistent wilh established Board 

precedent, the righl-of-way has an average width of 100 feet in mosi areas, plus 

additional width at various locations as needed. See Xcel 1,1 S.'f.B. at 667. 

However, an average width of 75 feet was used in industrial, commercial, and 

residential areas in and around Provo as indicated in Mr. Smith's Report, 'fhis 

appruach has also been accepted in prior Board decisions. See Duke/CSXl\ 1 

S.'f.B. at 472-73; Wisconsin P&L, 5 S.'f.B. ul 1018; West Texas Utilities, 1 S.'f.B 

ut 702. 
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b. Yard Acreage 

'fhe IRR hus no lurgc yards. It hus two small interchange yards al 

Lynndyl and Milford thai require no cxlru ucreagc. 'fhc IRR has one locomolive 

repair facility located in the Provo area on the Sharp Subdivision, 'fhis facility 

rcquircs 19.5 acres al a cosl of $3.17 million. Details ofthe locomolive shop 

acreage calculations ure included in e-workpaper "Building Silc Development 

Cosls.xls.'' 

c. Microwave Tower Acreage 

'fhe IRR has eight microwave lower locations situated on or near its 

right-of-way (une microwave tower is co-loculed ul the locomotive shop). While 

the Bonrd has approved the use of three acres per microwave lower silc, see 

TMPA, 6 S.'f.B. al 699. IPA's engineers observed that various communication 

lower sites observed un or near the IRR's righl-of-way werc far smaller than three 

acres. Indeed, il appearcd that the typical site uses no more than half an acre. 

Photos of several sites showing the fenced perimeter ure included us c-workpapers 

in the "Photos'' folder. See,eg, e-workpapcr "100-3490. P422020a.pdf'' 

|-lo\vevcr, to be eonservalive, Mr. Smith's land valuation included one acre per 

microwave site. 'fhus. the IRR requires eight acres for microwave towers al a lolal 

cost of $4,000. 

d. Property Values 

Consistent wilh rcccni Board decisions, property values were 

dclermined by cvulualing the land adjacent to the UP right-of-way being replicated 
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by the IRR. "'fhe land along the ROW is a prime indicator ofu ROW's value and 

has been used in all prior SAC eases.'' Duke/CSXT. 1 S T B. al 473; Duke/NS, 1 

S.'f.B. Ul 169. 'fhe totul cost oflhc property necessary I'or construction oflhc IRR 

is SI8.6 million, excluding land grants and casements, 'fhc methodology used and 

unalysis developed in determining the acquisition cosl is summarized below. 

i. Mclhodology 

Vacant land is best appraised using the sules comparison approach. 

Xcel A 7 S 'f.B. at 668. 'fhis method provides a pnce indication by comparing the 

subject properties lo similar properties that have sold recently, applying 

appropriate unils of comparison, und making adjustments based on the elements of 

comparison lo the sale price oflhe analogues. Generally, the sales in the rural 

areas served by the IRR arc analyzed using price per acre as the key determinant 

lu establish a value esiiniulc. Land sales in the Pruvo areu were appraised using a 

variety of measures, such as cosl per square fool and cusl per acre, but all values 

wcrc analyzed on a cosl per acre busis in order to develop a final acquisition value. 

In valuing the IRR's ROW, Mr. Smith utilized a method that is 

consistent with iradiiional und uccepled real csiule practices applied to ull types of 

rights-of-way when a corridor value is not rcquircd. Lund sales in the vicinity ofa 

right-of-way are examined to develop across-the-fence ("A'f F'') land prices. See 

id., 1 S.'f B. at 669 (supporting ATF values). Land sales adjacent lo or near the 

UP ruil lines being replicated form the busis for the IRR's real estate acquisition 

cosl esiiniulc. 
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Mr. Smith acquircd land sale data from various licensed uppruiscrs 

and olher sources. Utah is a iioii-disclosure slate Mr Smith consulted wilh those 

local real estule uppruiscrs in developing his unulysis. 

i i . Application 

Mr. Smilh inspected most oflhc IRR righl-of-way by dnving near 

lhc replicated UP right-of-way Areas where pliysicul inspection wus nol possible 

were reviewed using other dnlu such ns topographic maps and satellite imager)'. 

Mr Smith details his various inspection techniques in his Report (e-workpaper 

"IRR Land Valuation Report.pdf'). 

'fhcsc in.speclions aided in Mr. Smith's dclcrminalion oflhc highesi 

and best use oflhc properly along the ROW, the specific brcaks between land use 

segnienis. and the overall impression of an area relevant to potential value Such 

inspections ure inherently of mure value in popululed ureas thun in the isolated 

rural areas where land pattems are consisieni for long sireiches. Consequently, 

Mr. Smith concentrated his inspection efforts in the Provo area. 

After completing his inspeciions, Mr. Smith subdivided the ROW 

into various segments based on the land use types he identified. In particular, Mr. 

Smith utilized len different land use categories: Residential, General Commercial. 

Open Space/Range, Open Spucc/Agricullurul, Open Space/Desert, Open 

Spuce/Public, Open Space/General Mountainous, Industrial/Warehouse, Small 

'I'own. und Retail. Mr. Smilh then exumincd comparative sales data for each 

segment and assigned a per acre vulue lo the segment 'fhc analysis wus 
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performed assuming a fee simple ownership interest in property in undeveloped 

and unimproved condition, 'fhc appraisal includes the righl-of-way I'or the iracks, 

the locomotive shop and olher facilities shown in Exhibii lll-B-l and as described 

above 

iii. Costing 

'fhc purpose oflhe costing process herein described is to provide the 

mosi probable hypothetical cosl to acquire a fee simple interest in the righl-of-way 

for the railroad lines being constructed by the hypothetical IRR. Lund was 

evaluated in its undeveloped condilion, without coiisideralion of adjacent 

ownership boundaries, abulting ownership, or severance damages, wilh values 

dclermined as of November 2, 2012. 

'fhe IRR sysiem is composed of 174.96 miles of railroad righl-of-

way, covering 2,108 ucres. 'fhe IRR's land requircmenis include one locomotive 

shop facility as described above. As explained ubove, lhc right-of-wuy width 

vuries in dilTerent ureus bused on inspection and other cvulualions oflhe existing 

UP rights-of-way being replicaled, and Board precedent An average width of 100 

feel wus used in rurul ureas. An average width of 75 feet was used in industrial, 

coninicrciul, residential, and suburban arcas near Provu 'fhus, if an area was 

classified as General Cummcrcial ur Industrial/Warehouse, a righl-of-way width 

of 75 feel was typically used 
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No assemblage factor was added lu Mr. Smilh's calculations as UP's 

predecessors built all of these lines more than 100 years ago, and UP has nol 

asserted thai il incurred any assemblage factor for these properties. 

e. Easements and Land Grants 

IPA Witness Phillip Burris has examined the UP's valuation maps, 

casements and land grants that underlie the route being replicated by the IRR. His 

analysis of these documenis iiidicutcs thut over 1,574 ucres oflhe IRR's righi-of-

way were obtained through land grants or easements. Land grants were shown lo 

be reversionary bused on data provided by UP, and historically land grants were 

given to railroads at no cost. See c-workpaper "IRR Opening Land xlsx,'' tub "100 

ft ROW and supporting workpaper folder "Lund Grunts." 

In Nevada Power I. the ICC held that lund used for u righl-of-wny 

ihai reverts back to the original owner upon the owner's exit from the murkei is 

not a fungible asset owned by the incumbent, and that rcquiring the new entrant lo 

puy for such property is a barrier to entry.^ As the ICC explained: 

Lund for righl-uf-wuy purposes can be separated inlo 
two disiinci classes: (1) land owned in fee simple and 
convertible lo other purposes; und (2) land nol owned, 
'fhe lund owned by incumbenis is a fungible asset, 
having an opportunity cosl ofits best aliernulive use. 
'fhis cosl IS fuced equally by both incumbents and 
entrant 'fhus, ils inclusion in SAC is proper Land 
over which a railroad operates, but does nol own, is 

^ In Nevada Power I, the ICC required that the shipper purchase property 
that the railroad had acquired ihrough a lund grant but il did nol addrcss wheiher 
such property wus uclually owned by the railroad or whether there was 
reversionary intercsi 
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nol a fungible asset, 'fhe ineumbents encounter no 
opportunity cost on such land, since it is forfeited upon 
exit Requiring a new entrant lo purchase and cum un 
appropriate return thereon imposes an entry barrier. 

Nevada Power /, 6 1 C C. 2d ul 54-55. 

'fhc US Lund Grunis ul issue here meet the reversiunury 

requiremcnis o^Nevada Power I. 'fhus, IPA has excluded the cosl lo acquire lund 

where UP or ils predeeessor(s) did nol incur such cosls. Indeed, the documenis 

provided by UP in discovery in this proceeding demonslrule that US Land Grunt 

properties used in the righl-of-way in Uluh revert back lo the original owner upon 

retirement. See e-workpapcr "DRGW-property-schcdules pdf" 

UP did nol provide any cost data for the relevant euscments. Nor do 

any oflhc US Land Grant documenis suggest that UP has uny fee simple interest 

in the property excluded from lhc IRR's lund investment costs. However, on 

Reply in Dockei No. 42127, UP did provide a workpaper "UPSP.pdf," which 

purports to show ihal UP paid for the land grants when it merged with the 

Southern Pacific, l-lowever, the workpaper simply shows an allocation oflhe 

merger cosls to ull land purchased. It does not tic those cosls specifically to the 

lines being replicated by the IRR, and il docs not suggest ihal UP paid for any lund 

grunts ut all. Mr. Smilh has, therefore, sublraeted the relevant acres and costs from 

his fee simple land valuation, which reduced Mr. Smith's valuation total by $2.8 

million. 
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r. Conclusion 

Bused on the investigalion and analysis undertaken by Mr. Smilh. 

the cosl oflhe fee simple estate and easemenis in lhc ROW needed I'or the IRR's 

lines as of November 2,2012, subject lo all stated assumptions and limiting 

condilions delineated in Mr. Smith's Report, is SI5.8 million 

2. Roadbed Prcparalion 

IPA's expert engineering wiiness, Harvey Stone assisted by IPA 

Wiiness 'fimothy Crowley, developed the IRR's roadbed preparation costs in a 

manner generally consisieni wilh prior Board decisions including/I£/'C0 2011. 

WFA I, AEP Texas, Xcel I. Duke/CSXT, Duke/NS. and Carolina P&L. Their 

qualifications arc set forth in Part IV. 

'I'he terrain traversed by the IRR is largely eonsiuni over the eniirc 

route. 'I'he temiory between Provo and Lynndyl is similar in grading difilcully to 

the "high plains'' ureas traversed by the SARRs in Powder River Basin ("PRB'') 

coal rate cases, 'fhe territory is easily graded because some oflhe land rests on 

what used to be purl oflhc Bonneville Lake sysiem und the bulancc oflhe territory 

is on ulluvial and colluvium soils that require no special equipment, blnstiiig, 

scraping or other costly und more complicated ucliviiies. 'fherc ure few trees, and 

much oflhc lund is covered in scrub grasses. Some oflhe land is grassland thut is 

used foi grazing 

'fhe portion oflhc IRR between Lynndyl und Milford lies in the 

Grcnl Busin. 'fhis area is generally fiul and light on vegelalion. 'fhe territory is 
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relatively dry as il lies between various mountain ranges. In olher words, il 

presents nu more ofa grading chullenge than the Provo to Lynndyl segmcni. 

'fo illustrate lhc similarities between the IRR territory from Provu to 

Lynndyl and Lynndyl lo Milford and that oflhe PRB, Mr Slone developed u 

series of maps based on the USDA's shullow excuvalion data. 1'he.sc maps, 

included as e-workpaper "Shallow Excavation Coniparison.pdf,'' provide a color-

coded comparison ofthe IRR route und the portion ofthe PRB traversed by the 

UP/BNSF "Joint Line'' and UP's Powder River Subdivision that connects with the 

Joint Line, 'fhese maps demonstrate that the degree of difficulty and the materials 

encouniered are sufficiently similar Ihut the upplication of unit cosis from PRB ruil 

projects is rcusonnblc. 

In addition to the comparison to the conditions in the PRB, the 

USDA maps have direcl applieuiion lo ilic difilcully of excuvution work thut the 

SARR will encounter on the roulc, especially for common earthwork. 'I'he USDA 

shullow excavation maps account I'or surface cunditiuns up to six feet below the 

surface. The IRR's average exeavaiion depth is only four feet See c-workpapcr 

"IRR Grading Opening.xisx," tub "CALC." 'fhus, the conditions lhc SARR will 

encounter ure uccounled for in the USDA dutu. 

Given the similurilics lo the PRB and lhc applicability oflhc USDA 

maps lo the work at hand, us discussed in dcluil beluw, IPA's engineers huve used 

rcul world excuvalion costs from a large track construction project undertaken in 

l-F-12 



2007 on UP's Powder River Subdivision between Jireh and Shawnee, WY and 

applied those cosls lo common excavation. 

Photographs oflhe various regions traversed by the IRR urc ulso 

included us e-workpupers in u folder titled "Photos." 

A summary oflhe IRJl's roadbed preparation cosis is presented in 

•fable III-F-3 below. 

T A B L K I I I - F - 3 

IRK ROADBED PREPARATION COSTS" 

l lC I l l 

1. Clearing and Gnibbing 
2. I^arlhwork 

a. Common 
b. toose Kock 
c. Solid Kock 
d. Borrow 
c tund for Wasic lixcavalion 

3. Dniiiiage^ 
a taieral Drainage 

4 Culverts^' 
5. Retaining WalU 
6. Rip Rap 
7. Relocation of Uiilhies 
8. 'fopsoil Placemeiii/Seeding 
9. Water for Compaction 
10. Iinvironincntal Compliance 

11 Totul 

"See e-workpapei "IKK Gmding Opening. 
^ Yard drainage is included in building silc 
^'See e-workpapcr "Culvert List 2011 ..\ls.' 

.\ls.\. 

Cusl 

$52,516 

7,209,925 
749,483 
517,650 

65,341,903 
11,718 

0 
1,344.237 

0 
46 

3,124 
76,425 

1,095,659 
3,766 

576,406,451 

1 

development costs | 

1 
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a. Clearing and Grubbing 

i. Ouantilics of Clearing and Grubbing 

'fhe UP mainlines being replicaled by lhc IRR were constructed in 

the 1800s. 'fhus, these lines wcrc buill before the ICC Bureau of Valuation 

prepared the ICC Engineering Reports. E-workpapcr "IRR Grading 

Opening.xis.x'' identifies ihe data obtained from the ICC Engineering Reports, 

including lhc acres per truck mile thut werc cleared and grubbed for those rail lines 

being leplicalcd that wcrc originally constructed in the 1800s. 'fhe ICC 

Engineering Reports were obtained from the Nulionul Archives nnd Records 

Administration. See c-workpapcr "ICC Engineering Rcports.pdf"' All oflhe lines 

being repliculcd except for one small spur segment arc covered by ICC 

Engineering Report data. 

'fhe first 0.19 miles ofthe IPP Industrial Lead (the spur serving IGS) 

owned by UP (and ihus the IRR) was constructed in the late 1980s. For this 

segmcni, IPA's experts used the acres per track mile quantities for the adjacent 

valuation section, SPLASL-16-U'f. 

E-workpaper "IRR Grading Opening.xisx'' identifies the acres per 

truck mile that were cicurcd for the construction of these line segments, 'fhe 

quuniiiies obluincd from the ICC Engineering Reports, us shown in e-workpaper 

"IRR Grading Opening.xisx," lab "ER INPUT' and discussed above, arc ussigned 
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to the IRR's line segments in e-workpapcr "IRR Grading Opening.xisx." lab 

'Other EW." 

'fhe clearing quantities (acres per track mile) were then increased by 

lhc ratio ofthe current roadbed specifications to the original construction 

specifications and applied lo the iruck miles (including yurds and sidings) oflhe 

IRR's line segments in the same manner as the giading quuniiiies discussed below. 

E-workpuper "IRR Grading Opening.xisx." tub "Other EW" details the calcululion 

oflhe IRR acreage requiring cleuring. 

'fhe acres per track mile of grubbing werc also obtained from the 

ICC Engineering Reports. According lo the ICC Engineering Reports, there were 

no acres of grubbing I'or the line segments oflhe IRR. See c-workpuper "IRR 

Grading Opening.xisx,'' tub "ER INPUT.'' 

ii. Clearing & Grubbing Cosls 

Based on field trips taken in April 2011 and July 2012 by John 

Ludwig, an engineer who works in Mr. Stone's firm, as well as pictures from 

inspeciions by Siuart Smilh (IPA's land valuation witness), il wus deieriiiiiied that 

the IPA route would require minimal cleuring and most ofthe clearing would 

involve the removal of brush and grasses as opposed to trees, 'fhis is supported by 

lhc ICC Engineering Reports which show minimal clearing and no grubbing. See 

e-workpapcr 'MRR Grading Opening.xisx," lab "ER INPU'f " It is ulso supported 

by muny photographs lukcn by IPA's wiines.ses during the field trips described 

above. 
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IPA's engineers followed the methodology prcviously accepted by 

the Board in developing the IRR's clearing und grubbing costs, 'fhat methodology 

dictates thai ifthc IRR had acres thai werc grubbed (according lo the ICC 

Fjiginccring Reports), il should be ussumcd thut trees wcrc also elearcd. Thus 

IPA's engineers have used bolh the cosl per acre for clearing (eul and chip 

medium, trees to 12" in diameicr) and lhc cosl per acre I'or grubbing (ussociaied 

wilh cut and chip medium, trees lo 12" in dinmctcr) from the RS Menns 2012 Site 

Work & Landscape Cosl Data book ("Means Handbook''). For the remaining 

acres of clearing (i.e., those acres not requiring grubbing), il wus assumed that 

only brush wus cleured as there was no grubbing of tree slumps. See AEP Texas, 

slip op at 79. 

I'or the ucres of clearing required I'or the IRR (i.e., acres nut 

requiring grubbing). IPA's engineers applied the cost per acre of S284.24 frum the 

Means Handbook, indexed to November 2012 and adjusted by the Means 

Handbook location factors,^ for clearing with a dozer and brush rake, medium 

brush to 4" diameter. 

^ 'fhe unit cosls from the 2012 Means Handbook utilized by IPA's 
engineers are indexed from Januar)' 2012 to November 2012 and are also adjusted 
by the Means Handbook location factors, 'fhe cost figures in the Meuns 
Handbook lepresenl nulionul uvcruges. 'fhc Meuns Handbook cily cosl indexes 
for silc construction are used to develop weighted average factors based on IRR 
route miles. See c-workpapcr "IRR Grading Openiiig.xls," lab "Loc Factor." 'fhc 
pages from lhc Means Handbook showing the cily cosl indexes, as well as the 
Means llandbook unit costs used in roadbed prcpurulion, urc contained in e-
workpuper "Means Unit Cosls.pdf'' 
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'fhe IRR requires zero acres lo be cleared und grubbed, und 184.76 

acres lo be simply cleared at a total cosl of $52,516 al 4QI2 levels. See e-

workpapcr ''IRR Grading Opening.xisx,'' tab "Other EW." 

b. Earthwork 

i. Earthwork Ouantilics from 
ICC Engineering Reports 

As noted above, ull oflhe mainline iracks being repliculcd by the 

IRR are covered by ICC rjigineenng Reports. E-workpapcr "IRR Grading 

Opening.xisx," tab "ER INPU' f summarizes the data extracted from the ICC 

Engineering Reports for each valuation seclion applicable to the IRR. E-

workpaper "IRR Grading Opening xlsx," lab "Val sections'' contains a list ofthe 

ICC Engineering Report valuation sections applicable to lhc IRR and the lines of 

the IRR to which they apply. E-workpapcr "IRR Grading Opening.xisx," lab 

"Distribution'' summarizes the distribution of earthwork quaiiiiiies inlo the four 

earthwork categories shown on lhc ICC Engineering Reports: (1) common 

excavation; (2) loose rock: (3) solid rock, and (4) borrow. E-workpapcr "IRR 

Grading Opening.xisx.'' tab ''Earlhwurk" summarizes the grading quantities aller 

udjiLsting the ICC Eiigineering report quuniiiies to refiect the IRR's modern 

roudbcd speeifieatioiis. 

Bused on u review oflhc railroad consirueiion literature prevniling ul 

the lime, the IPA engineers estimaied ihal the ICC Engineering Report quantiiies 

fur lhc UP ruil lines cumprising the portion oflhe IRR lo be constructed refiect 
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uverage roadbed widths uf 16 feel for fills and 18 feci for cuts. See William C. 

Willard, tWiintenance of Way and Structures 29-31 (McGraw-Hill Book Company 

1915) included in e-workpaper "Original Roadbed Widths pdf" 'fhe IRR has 

single-track roadbed widths of 24 feet I'or fills and 40 feet I'or cuts and double-

track (ur passing siding) ruadbed widths uf 39 feet for fills and 55 feet fur cuts 

bused on 15-fooi track center spacing, and a side slope of 1.5 lo I See WFA I, slip 

op. ul 83 (accepting the same roadbed specifications used for the IRR). 

ii. Earthwork Quantities for Segments Nol 
Covered bv the ICC Engineering Reports 

As noted above, all portions ofthe IRR, except the 0.19 miles oflhe 

IPP Indusiiial Lead, arc covered by the ICC Engineering Reports. For this small 

segment, IPA's experts used the pcr-irack mile quantities for the adjacent 

valuation section, SPLASL-I6-UT. 

iii. IRR Earthwork Quantities and Cosls 

Once the adjusted earthwork quantities per mile were developed, it 

was necessary lo calculate the tulul curlhwurk requirements and cosls. 'fhe details 

uf the pruccdurcs used are explained beluw 

(a) IRR Line Segments 

"IRR Grading Opening.xisx," tab "CY Grading" details the 

calculation oflhe earthwork quantities I'or all oflhc IRR's line segments. First, as 

discussed abuve, the IRR line segments were matched with the applicable 

valuation sections Next, the track miles I'or each segnienl were categorized as 
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first main (route miles), second main (double track and passing sidings) and olher 

track (such as interchange iracks and sctout iracks) bused on the IRR's track 

conllgurniion us developed by IPA Witness Puul Reistrup and detailed in Exhibii 

lll-B-l. Finally, the number of Iracks was multiplied by the applicable cubic 

yards per mile for the appropriaie valuation scclion. 

(b) IRR Yards 

'fhc IRR has two small interchange "yards'' and one locomolive 

shop facility, 'fhe sniull inlcrchungc yurds are located al Lynndyl and Milfoid. 

'fhc locomotive shop trackage (considered a yard for construction purposes) is 

located near Provo. See E.xhibil Ill-B-I for exact loealions. 

For each interchange yard, IPA's engineering experts calculated the 

grading requirements based on an assumed average fill height of one fool and 15-

fool track centers, applied to the appropriaie miles of track in these yards, 'fhc 

grading requiremcnis for the locomotive shop were based on an assumed average 

fill height of one fool (the net result oflhe removal of three feet of unsuitable 

material replaced by four feet of fill) and 25-fooi track centers, 'fhc one-foot fill 

height for yards is a technique that has been applied and accepted repeatedly to 

develop SARR yard earthwork calculations. See AEPCO 201L slip op. at 90; 

Wisconsin P&L, 5 S.'f.B. <il 1022, Xcel 1,1 S.'f.B. at 675; AEP Texas, slip op. al 

81: 0//e/- Tail, slip op. at D-10; Duke/NS, 1 S.'f.B al 172; Carolina P&L, 1 S 'f B 

at 310-311: and Duke/CSXT. 1 S.'f.B. at 477. 

lll-F-19 



(c) Total Earthwork Ouantilics 

In order lo properly develop the quantities for grading lhc IRR's 

loadbed. il was necessary to separate the earthwork requirements into four types of 

mulcriul - common, loose rock, solid rock und borrow, 'fhis was done by 

distributing the total quantities for the line segments developed in e-workpapcr 

"IRR Grading Opening.xisx," lab "CY Grading" and "Distribution'' based on the 

distribution percentages obtained from the ICC Engineering Reports 

IPA's engineers clussilled the ynrd und interchunge location 

earthwork us excuvalion because the eslimulcd yurd track quantities removed from 

the ICC Engineering Report total quantities were removed from the excavation 

quuniiiies fur euch vuluuliun seclion. 'fhc distribution ofthe earthwork quantities 

by lype of mulcriul for the IRR line segments is shown in e-workpapcr "IRR 

Grading Opening.xisx," tab "EW Cost'' and summarized in 'fable Ill-F-4 below. 

TABLE lll-F-4 
IKR EARTHWORK 

QUANTITIES BV TYPE OF MATERIAL MOVED 

3 
4 
5. 

Type »f Earth Moved 

Common Bxcavalion 
toose Rock E.\cavaiion 
Solid Kock lExcavuiion 
Borrow 
'foial 

Cubic Yards 
fOOOs) 

1.793,514 
63,396 
33,519 

2.49X.08I 
4,388,510 

Source l£-workpapci 'MRU Grading Opening.xisx," tab 
"1= W Cosl" 
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(d) Earthwork Unii Costs 

IPA's engineers' common earthwork unit cost is based on a project 

undertaken by UP on ils Powdei River Subdivision between Shawnee and Jireh, 

WY, which abuts the Joint Line over which UP reuches the PRB mines, fhis 

project is described in morc dcluil below. 

As discussed below, the "loose rock'' excuvution category described 

in the ICC Engineering Reports is no longer an element of modern grading 

projects. Instead, such cosls urc subsumed in "common" or unclassified 

excavation projects. Nevertheless, to be conservative. IPA's engineering experts 

huve reluined the standard loose rock excavation category and cosis bnsed on the 

Means Handbook that have been repeatedly utilized by shippers und acccplcd by 

the Bourd in SAC rale eases. IPA has also included solid rock excavation and 

borrow costs based on the methodology und cosl data accepted by the Bourd 

Likewise. IPA hus utilized borrow/embunkmeni procedures und cosls that hnve 

been repeatedly uccepled by the Board. 

(i) Common Earthwork 

As noted above, IPA's common earthwork excavation unit cosl is 

based on UP's Shawnce-Jireh project, 'fhis project included the construction of 

roughly 15 miles of third main track bclwccn Jireh (MP 250 3) and Shawnee (MP 

264.7). 'fhc Shawnee-Jireh projeci included a large volume of common grading 

({ } CY), which is described in the accompanying bid lubulaiions as 

"Grading-cmbankment" The cost per cubic yard for the grading coinponcnl was 
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S{ }, and the project was bid in 2007 for work lo be perfomied in 2008. This 

projeci and ils unit co.sl I'or grading are very similar in nature und scope to the 

Walker-Shawnee Project where BNSF buill 14 miles of triple track on the PRB 

Joint Line 'fhe Boaid accepted the Wnlker-Sliawnce unit cost and ils applicution 

lo common earthwork in WFA I, slip op. ut 86. 'fhe Board accepted similar cosis 

in AEPCO 2011, slip op. at 86. 

'fhc unit cosl for the Shawnce-Jireh projeci was then indexed to 

November 2012 using the Means Historical Cosl Index. Selected invoice pages 

from the Shawnee-Jireh projeci (provided by UP in discovery) arc included us c-

workpaper "UP AFE data.pdf." 'fhc Shawnce-Jireh projeci bid tabulation is 

included as e-workpaper "449130.xls." 'fhc engineering designs are included us c-

workpapers "Jireh lo Shawnee - 01 - Plan & Profile 8-23-07.pdf' und "Jireh lo 

Shawnee - 02 - Sections 8-23-07.pdf" 

As expluined ubuve, the Shuwncc-Jirch prujecl involved similur 

high-pluins terrain ns that found on the IRR, und the general cost applicability of 

thai projeci to the IRR construction project is justified on that basis alone. 

However, IPA notes that the WFA and AEPCO decisions dcmunstrate that large 

scale prujccis generally incur much lower unit costs for common or unclassified 

earthwork than those proposed by the railroads in SAC cases, including ihosc UP 

udvocuicd for in Dockei No. 42127. Moreover, the Board hus correctly rejected 

the numerous udd-un cosis that railroads have sought (e g., fine grading), und il 

has correctly rejected spurious urgumcnts that expansion projects ure less 
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expensive thnn new projects. See, e.g., AEPCO 2011, slip op. at 86-88. Indeed, 

c.xpansiun projects, especially on busy lines such as UP's feeder line to the PRB 

(Shuwncc-Jirch), are ollcn far more complicated due to inteifcrenec from existing 

operations and having to proieci the existing iruck und roudbcd. 'fhus, IPA has 

consen'ulively used the Shawnce-Jireh projeci costs wiihoui modification, cxcepl 

that il hus indexed the cosl. 

(ii) Loose Rock Excavation 

As noted above, loose rock is a classillcaiion of earthwork thai hus 

no modern analogue Moreover, the quantity of loose rock to be excuvuted is 

nominul. Nevcrtlieles.s, as in prior SAC cases, the IRR would need to cxcavulc 

loose rock as defined in the ICC Engineering Reports, 'fhe definition provides: 

Loose rock shall comprise ull deluchcd masses 
of rock or stone uf more thun 1 cubic fool und less than 
I cubic yurd, and all other rock which can be properly 
removed by pick and bar and without blasiing. 
although steam shovel or blasting may be resorted lo 
on favorable occasions in order to facilitate the work. 

ICC Division of Valuation, Instructions for Field Work ofthe 

Roadway Branch ofthe Engineering Section 110(1916). 'I'he ICC's definition of 

"loose rock" assumed Ihal the materials could have been moved by pick and bar 

Picks and burs are hand-held lools designed lo pry rocks loose, 'fhe modern, 

mechanized equipmeni discussed below is a vast iniprovemcnl over such tools. 

Indeed, in the AEPCO rate case brought in 2000. UP conceded that modern 

equipment is far more capable than the equipment available in 1916. See Joint 
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Supplemental Reply Evidence & Argument of'I'he Burlington Northern & Sunlu 

Fe Ry. & Union Pucific R.R., Narrative (Public Version) ul III.F-53, Ariz Elec. 

Power Coop, Inc v. Burlington N. & Santa Fe Ry & Union Pac. R R . NOR 

42058 (filed Jun. 26, 2004) In addition, IPA notes ihal UP docs nol even consider 

loose rock an excuvution caiegory. Its construction specifications arc limilcd to 

common exeavaiion and rock excavation. In particular. UP's construction 

specifications state that: 

{ 

I 

See c-workpuper "Common-Rock Excavalion.pdf." All olher excavation is 

considered "Common'" under UP's specifications, 'fhus, IPA's engineers are 

being extremely conservative in applying a separate loose rock unit cosl lo such 

excavation rather than simply including it m the common excuvution quantities. 

For the loose rock unit costs, IPA's engineers have chosen a 

eombinaiion of one 300 HP dozer und one 410 HP dozer for ripping the loose rock 

and pushing it into piles, a 3 CY power shovel for placing lhc ripped and dozed 

rock into the truck (including the Means 15% additive), a 42 CY off highway 

truck to haul the material to the fill or disposal silc, und a dozer to spread the 

niuleriul uller il is dumped. Both uf the duzers arc equipped wilh ruck rippers al 

their rear and with large push blades in frunt 'fhe 42 CY ofi'highway truck was 
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selected because ii is capable uf turning in a 27' 11" radius and thus suilable for 

wurk in u ruilroud right-of-way See e-workpaper "42 CY 'fruck p d f IPA's 

development oflhe loose rock cxcuvulion unit cosl is consisieni wilh the unit cosls 

developed and acccplcd in prior SAC proceedings See, e.g, AEPCO 2011, slip 

op. at 88-89;*' AEP Texas, slip op. ul 81-82. 

Material is compacted in fill arcas using u combinulion of shcepsfool 

und vibratory steel-wheeled rollers, 'fhc split between shcepsfool and steel-

wheeled rollers is consisieni with AEPCO 2011 (80/20). Id, slip op. al 89. 'fhe 

average cosl for loose rock excavation is $11.82 per CY. See e-workpapers "IRR 

Grading Opening.xisx," lab "Unit Cosis" and "Means Unit Cosls.pdf" 

(iii) Solid Rock Excavation 

IPA's engineers develuped solid rock excavation cosls consisieni 

with rcceni Board decisions, in particular/l£"/'CO 2011, slip op. ul 89-90, WFA I, 

slip op. al 86-87, AEP Texas, slip op. al 82, and Xcel 1,1 S.T.B. al 677-78. First, 

they developed a unit cosl for solid rock blasting based on an average ofthe 

Means Handbook cosl foi blasting rock over 1.500 cubic yards and the cosl for 

bulk drilling and blasting, 'fhe engineers then added the cosls to excuvaie the 

blasted rock, loud il inlo irucks, haul il away, und dump il. 'fhcy ulso included the 

cosl to spread the matcriul, und the average compaction cost for embankment that 

was used for the other earthwork categories was also applied. See e-workpaper 

•' 'fhe AEPCO 2011 decision also rejected various additives that UP 
prupused to the ulreudy infiuicd loose rock cosls in Dockci No. 42127. Id, slip op 
ut 88-89. 
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"IRR Grading Opening.xisx," lub "Unii Cosls." Again, the unit cosls and 

equipmeni mix developed by IPA's engineers urc consistenl wilh those approved 

in recent Board decisions. See WFA I, slip op. al 86-87; AEP Texas, slip op. at 82-

83. 

When applying the unit cosl lo the solid rock earthwork quuniiiies. 

IPA's engineers used nn average oflhe solid rock unit cosl (S19.06 per CY) nnd 

the loose rock unit cosl (SI 1.82 per CY). 'fhis refiects their expert opinion that at 

least half of the quantities classified by the ICC as solid rock would be rippuble 

(und therefore clussilled us loose rock or eoninion excuvution) using modem 

equipment 'fhis 50/50 combination hus been repeatedly accepted by the Board 

See AEPCO 2011, WFA I and AEP Texas (parties agreed, nol mentioned or 

altered in decision); Otter Tail, slip op. ul D-12, Xcel 1,1 S.'f B. ul 677 (BNSF 

agreed on this spin); Duke/NS, 1 S.'f.B. at 174; Duke/CSXT, 1 S.'f.B. at 478. 'fhis 

50/50 combinulion resulis in a cosl per CY ofS 15.44 for solid rock excavation. 

(iv) Enibankmcnt/Borrow 

'fhe Means Handbook-based unit costs for borrow utilized by IPA's 

engineers are bused on u five cubic yurd wheel-mounted front end loader. 20 CY 

capaciiy dump trucks to haul material to the construction siie, a dozer to spread the 

material, and the average compaction cost for embankment that was used I'or the 

olher earthwork eaiegories. Borrow unit cosis equal S26 16 per CY al 4Q12 

levels. The cmbankmcnl/borrow unit cosls und equipmeni package have been 
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repeatedly accepted by the Board. See, e.g., AEPCO 2011, slip op. al 88; AEP 

Texas, slip op. at 81; Otter Tail, slip op. al D-13. 

(v) Fine Grading 

'fhe Shawnee-Jireh unit cost includes any necessary line grading In 

particular, contructors are usually responsible for esiublishiiig the final grade per 

the details oflhc projeci. See WFA I, slip op. ul 88. UP's consiruction 

specifications are in accord wiih the WFA scenario us ihcy state that the ''Roadbed 

shall be finished to the lines and grades shown on the Drawings and as staked." 

See e-workpnper "finish grndiiig.pdf" In addilion, the bid tabulation and invoices 

for the projeci do nol include nny sepuralc fine grading cosis 'fhus, IPA has not 

Included addilional cosis for fine grading. 

(e) Land for Waste Excavation 

Not ull oflhc excuvated material is reused as fill. Consisieni wilh 

the procedures used in other SAC cases, IPA's excavation culculaiions u.ssunie u 

30 pcrceni wnslc ratio. As ihis waslc mulcrial needs to be placed somewhere, the 

IRR is acquiring additional lund ulong the right-of-way lo accommodate the 

dumping ofthe waslc malenai. IPA's engineers have assumed an average 15-fool 

depth for wasted materials. IPA hus included an additional 23 4 acres of rural land 

foi this purpose ut an estininled $500 per ucre for u totul cosl of S11,718. See e-

workpaper "MRR Grading Opening.xis.x,'' lab "Other Cost'' 
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(f) Toial Earthwork Cost 

'fhc lolal IRR earthwork cusl, including land for wnslc excavation, 

is $73.8 million. See e-workpaper "IRR Grading Opening.xisx," lab "Summary.'' 

c. Drainage 

i. Lateral Drainage 

'fhe ICC Engineering Reports covering the lines ofthe IRR do not 

show any quantiiies for lalcral drainage pipe 'fhercfore, the IRR has no 

investment in lateral drainage 

ii. Yard Drainage 

IPA's engineering experts have included yard drainage faciliiics for 

the IRR's two yurds and the locomotive shop. However, before installing any 

particular drainage facilities, the roadbed for yard irucks is eonsirucied tu slope 

away from the main line. Storm water runolTlhus will drain freely ihrough the 

bullasi und be collected by ditch lines around the pennicicr oflhc yards, 'fhese 

ditches will then convey the storm water runoff offsite. Low arcas cnn occur neur 

fucililies und between trucks sepurulcd by non-typical spacing. In Uiose instances, 

catch basins arc used to collect the water in the low urcus. 'fhis water is then 

conveyed under the track to the pcrimelcr ditch, 'fhc number of catch basins and 

lhc length of pipe installed in the IRR's yards arc based on the above design 

scheme, us well as the layout ofthe facilities, 'fhe yard drainage assumed by the 

IRR's engineers exceeds thai of UP's existing yurds in the territory, wherc yurd 
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drainage was not observed. Yard drainage details nre discussed in Part III-F-7 

below. 

d. Culverts 

Culverts arc devices placed in the roudbcd to facilitate the movement 

of water from one side oflhe track lo the olher where large drainage arcas, 

lypically crossed by biidges, arc not required. The culverts specified by IPA's 

engineers are corrugated aluminized metal pipe ("cmp'') except where the size of 

the opening rcquircd for the condilions exceeds the maximum cmp diameter. In 

such cases, concrete box culverts were used. 

Consistent wilh practice in olher SAC cases, culverts replace certain 

bridges where a culvert is suitable.^ The list of bridges converted lo culverts on 

the UP lines being replicated are highlighted in e-workpapers "IPA Bridge 

Cosls.xls," lab "bridge segments" und "Bridges & Culverts Subslilulion xlsx '' 

Thcrc UIC two culegories of bridges that werc converted to culverts 'fhc first 

category are very short bridges, less than 20 feet 

'fhc second category where bridges were converted to culverts aie 

bridges that no longer traverse active waterways In purlicular, IPA engineers 

determined that certain existing bridges on the Lynndyl Subdivision nre no longer 

required because the water feature being crossed has ceased lo be active due to 

damming. The Beaver und Sevier Rivers have been dammed upsircnm oflhe 

locutions that cross the Lynndyl Subdivision. While the replicated railroad wus 

^ See, e g., AEP Texas, slip op ul 93 
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buill bcforc the rivers were dammed, hence the biidges, the udjucent roads include 

nu bridges. Insiead, the adjacent roads have only small culverts lo uccommodaie 

rain wuier that still fiows toward the now dr)' riverbed, 'fhis demonstrates that 

there is no longer any need for bridges in these locations. The loealions where 

culverts cnn replace bridges (und where IPA's engineers could provide 

phoiugruphic prool) î rc highlighted in light blue in c-workpaper "IPA Bndge 

Costs.xls." In addition, photographic support showing where culverts are installed 

on the adjacent roads is included in e-workpaper ''Delta lu Milfurd Phoios.pdf" 

In locations where the bridges werc nol accessible from the highway, and thus no 

photographic proof was possible, no substitutions werc made. Finally, 

infomiation concerning the damming oflhc Beaver and Sevier Rivers is included 

in e-workpaper "Sevier and Beaver River Dams.pdf " In lulul, 10 bridges are nu 

lunger required on the Lynndyl Subdivision. 

Finally, IPA's engineers huve converted one lurger culvert to a 

bridge (MP 653.69 on the Lynndyl Subdivision), 'fhercfore, IPA's engineers have 

substituted 28 culverts for existing UP bridges and one bridge for an existing UP 

culvert. 'I'he details oflhe substitutions are shown in e-workpapcrs "Culvert List 

20l2.xls," lab "bridge lo culvert'' and "Bndges lo Culverts Subsiilulion.xls'' 

i. Culvert Unit Cosls 

Unit costs were developed for the iiislallalion uf culverts assuming 

that the open trench placement method would be used. Unit costs fur the cmp 

culverts are driven by the linear feet uf the culvert required in a particular locaiion 
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us well as lhc diameter oflhe pipe See e-workpaper "Culvert Lisi 20l2.xls," lab 

"Pipe 'fotal Cosis" for dciuils oflhe unit prices and sizes oflhe cmp utilized on the 

IRR. Unit cosls for the concrete box culverts are driven by the width and height of 

the opening, as well as the linear feel ihrough the truck cross seclion. Addiiionul 

unii cosls were developed for cxcuvulion, furnishing and placing crushed slone for 

bedding material, i ip rap I'or slope proiection, culvert installation, and backfill I'or 

bolh culvert types, 'fhcsc unit costs ure detailed in e-workpaper "Culvert List 

20l2.\ls," labs "Inslallulion Reference Cosl," "'fotal Pipe Cost" and '•Reference 

Worksheet" 

ii. Culvert Installalion Plans 

All culverts are installed dunng the early stages of prcpurulion oflhc 

ruilroud subgrade. 'fhc sites nre eusily accessible, in part through the ongoing 

preparation oflhc roadbed. Morcovcr, lhc culverts can be installed wilh u 

minimum of excavation using the open trench inclhod of inslnllnlion. In 

puriiculur, culverts are iiislalled after a sufficient depth of compacted roadbed fill 

has been placed. A trench is excavated to a depth of one foot below the fiow line 

oflhe culvert and one fool of bedding stone is placed in two compacted layers, 

'fhc culvert is Inid, and then backfilled in compacted layers back to the top ofthe 

irench. 

Work production oflhe crews is consistent wilh IPA's proposed 

construction schedule because there are no deep trenches to excavate or woik in, 
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und by installing the culverts al this stage oflhe prujecl, nu watenvuy divcrsiuns 

urc required 

Once the busc luycr oflhe roadbed is in place, the irench for the cmp 

or concrete box culvert is excavated one fool wider on each side than the culvert 

width. The bottom ofthe excavation is covered wilh an average depth of 12" uf 

crushed slone bedding maierial to act as a foundation nnd cushion for the culvert, 

providing u means for transferring the loud into the ground below the culvert us 

well us a level surface, 'fhe first culvert seclion is placed on the prepnred bedding 

material, 'fhc next .section is placed adjacent to the first and a connecting band is 

insiulled lo connect lhc two sections, 'fhis continues until all sections have been 

SCI in place 'fhc culvert is backfilled, and rip rap is placed for slope proteciion. 

Afier the subbase has been prepared, most culverts can be insiulled in less than 

one duy. 

iii. Culvert Ouantities 

IPA's engineers used the culvert inventories provided by UP in 

discovery, which include the lengih and diumcicr ofthe culvert 'fhe inventory 

was culled lo create a list oflhe culverts on lhc lines dial the IRR is replicating. 

IPA's engineers then added additional culverts where a culvert was being 

subsiiiuied for a bridge and removed culverts where a bridge was more 

economical. 

IPA's engineers nolc that the inventory provided by UP does nol 

reconcile wiih the culverts shown on UP's track charts foi the lines being 

III-F-32 



leplicaicd. 'fhe engineers relied on the inventory rather than the track charts 

becuuse this inventory provided more cumprehensive data 

iv. Toial Culvert Cosls 

'fhe total cosl ofthe IRR's culverts is $1.34 million. See e-

work|)aper "Culvert List 20l2.xls" tab "Culverts Summary Sheet" 

c. Other 

i. Side Slopes 

'fhc IRR roudbcd has average side slopes of 1.5:1. 'fhis side slope 

design hus consistently been accepted by the Board. See AEP Texas, slip op. ul 

80; WFA /, slip op ul 83; Otter Tail, slip op at D-8; Xcel /, 7 S 'f B. at 672; 

Duke/NS, 1 S.T.B. at 171; Carolina P&L, 1 S.T.B. at 310; Duke/CSXT. 1 S.'f.B. al 

476; TMPA. 6 S.'f.B. at 701 n.l83; Wisconsin P&L. 5 S.'f.B. at 1021-22 and FMC. 

4 S 'f B ul 795. Moreover, use of 1 5:1 side slopes is supported by l-luy's 

dellnilivc Railroad Engineering Manual and The American Railway Engineering 

and Mainienancc of Way Association Manual for Railway Engineering 

("AREMA"), §§ I 2.3.3.2b and 1.2.3.3.3a at 1-1-22 

ii. Ditches 

'fhc IRR has side diichcs in cuts that are two feet wide and two feel 

deep and that arc trapezoidal m section. In many cases, this size ditch is larger 

than the existing ditches (wherc there werc any al all) on the antecedent lines, as 

observed during the recent field inspection by Mr. Ludwig. See e-workpapcr 

"diichcs pdf I'or photographic examples, 'fwo-fool ditches have repeatedly been 
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ncceplcd by the Board. See Duke/NS, 1 S.'f.B. at 171, Carolina P&L, 1 S.'f.B ul 

310: Duke/CSXT. 1 S.'f.B. al 476; TMPA, 6 S.'f B. at 701 n. 183; Wisconsin P&L, 

5S'f .B Ul 1023. 

iii. Retaining Walls 

'fhe ICC Engineering Reports covering the lines oflhe IRR do nol 

show any quantities for retaining walls under the categor)' "Protection of 

Roadway'' included in Accounl 3, Grading, 'fhercfore, the IRR has no investment 

for retaining walls. 

iv. Rip Ran 

IPA's engineers developed np rap quantities for the proteciion oflhe 

rondwuy from the ICC Engineering Reports und applied the unit cost from the 

Shawnce-Jireh project IPA has included S46 for rip rap investment al 4Q12 

levels * See e-workpapers "IRR Grading Opening.xisx,'" lab "Other EW" and "UP 

AFEdata.pdf" 

v. Relocating and Protecting Ulilitics 

'fhc railroad lines being replicated by the IRR wcrc eonsirucied by 

UP and us predecessors in the late 1800s. ll is unlikely ihul any utility lines would 

have been present at the time As such, utility relocation costs werc nol incurred 

by the incumbent and thus, under the Coal Rale Guidelines, would constitute a 

^ 'fhis np rap invcslincnl does nol include the rip rap used on culvert faces 
and for bridge pier and abutment protection, 'fhose costs arc included where 
needed in the appropriate inveslmenl category. 
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barrier to entry if imposed on the IRR. See AEP Texas, slip op. al 84; Xcel /, 7 

S.'f.B. at 680: Duke/CSXT, 1 S.'f.B. at 483 

I-lowevcr, as noted above, one spur being replicated by the IRR wus 

buill subsequent lo the existence of utility lines. Specifically, lhc first 0.19 miles 

uf the IPP Induslrial Lead (owned by UP and ihus the IRR) was buill in the late 

1980s. For this line segment. IPA's engineers, consistent with Board precedent,^ 

have included a lotal estimate of $3,124 I'or the cost to relocate and proieci utilities 

based un the cusl per mile acccplcd by the Board in WFA (indexed lo 4Q12) See 

WFA I, slip op. al 90. See also e-workpaper "IRR Grading Opening xlsx," labs 

"Other Csi''and "Utilities." 

vi. Sccding/Top.soil Placement 

Consisieni with prior Board decisions, IPA's engineering experts 

included costs for secding/topsoil placement in the same locations where UP 

incurred these costs See AEP Texas, slip op. ut 85; Xcel 1,1 S.'f.B. at 680-81; 

Wisconsin P&L, 5 S.'f.B. al 1024; TMPA, 6 S.'f.B. al 706; and Duke/NS, 1 S.'f.B. 

at 179. For the une small newly-conslrucled spur segment repliculcd by the IRR. 

IPA's engineers relied on the cubic yard per roulc mile quantities from BNSF's 

construction ofthe Orin Line (pnrt of which is the PRB Joint Line) in Wyoming. 

For the IRR's olher lines, IPA's engineers relied on the embankment protection 

per roulc mile quantities obluincd from the ICC Engineering Reports I'or the 

' See Xcel I, 1 S.'f.B. at 680; Wisconsin P&L, 5 S.'f.B. al 1024-25. 
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applicable valuation sections. See e-workpapcr "IRR Grading Opening.xisx," lab 

"Other Cost'' 

Foi lopsoil plnccnicnt cosls, IPA's engineers used unit cosis from the 

Means l-lundbook. For seeding cosls, IPA's engineers used the cosl per acre from 

the Shawnce-Jireh project. See e-workpapcrs "IRR Grading Opening xlsx" tab 

"Unit Cosis'' und "UP AFE datu.pdf " 'fhe lotal IRR investment costs for 

seeding/placing lopsoil equal $76,425. See e-workpaper "IRR Grading 

Opening.xisx," lab "Other Cost'' 

vii. Water for Coninaclion 

'fhc IPA engineering wiinesses have included an addilional cosl for 

water compaction but only I'or the borrow quantities. By inference, the Shawnce-

Jireh projeci cosls include any necessary wutcr compaction cosls as no separate 

cosls arc included for this function, 'fhis is confirmed by the relcvuni invoices us 

well. See e-workpupcrs "UP AFE dutu.pdf and "449l30.xls." 'fhercfore, no 

additional water costs huve been included for the excuvution quantities reused for 

embankment l-lowever, as the Means Handbook costs used for the borrow costs 

do not include cosls for water I'or compaction, IPA's engineers added these costs 

based on the quantities needed for the consiruction of BNSF's Orin Line and the 

2011 cost per gallon incurred by the Ulah Department of'fransportalion ("Ulah 

DOT') indexed lo November 2012 'fhe lolal IRR investment cosls for water for 

compaction equal $1 1 million. 5ee c-workpapers "IRR Grading Opening.xisx." 

lub "Other Cost,'' and "Wutcr for Compuciion - Uluh DO'f.pdf.'' 
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viii. Surfacing for Dclour Roads 

Consisieni wilh Board precedent, IPA's engineers did nol include 

COSIS I'or any road detours for the IRR's lines thai are covered by ICC Engineering 

Reports, us il is unlikely ihal UP's predecessors incurred any cosis for Ihis iiem 

when the lines were originully constructed. See Xcel 1,1 S T.B. al 101; Duke/NS, 

1 S.T.B. at 180; Carolina P&L, 1 S.T.B. al 317; Duke/CSXT, 1 S.'f.B. al 484; 

TMPA. 6 S T.B. ai 707-708; Wisconsin P&L. 5 S.'f.B al 1024-25; FMC, 4 S.T.B. 

Ul 802. 

For the IRR's one small spur segment constructed ufier lhc ICC 

Engineering Reports were prepared, as identified previously in ihe scclion on 

relocating und protecting utilities. IPA's engineers did noi include nny monies for 

roud detours during construction ns there nrc no highway crossings on this line 

segment 

ix. Construction Site Access Roads 

In general, the IRR's track subgrade is used for its site construction 

rouds In addition, most oflhc IRR right-of-way is accessible from public rouds 

and highways, thereby permitting cunslrucliun access wiihout building scparuie 

access roads. Further, the initial construction nclivily includes clearing the IRR 

lighl-of-wuy und crenling initial site access wilh the heavy consiruction 

equipmeni. As ilie silc is leveled by either cutting or filling the right-of-wuy, 

access roads are created for moving earth, rock and other malerials to and from the 

construction sites. In uny event, no additional cosis should be incurred for silc 
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construction access roads because this is normally not a eompensated portion of 

the grading contractor's requiremcnis. See Duke/CSXT, 1 S.'f.B. at 476-77, 

Duke/NS, 1 S.'f.B. al 172; Carolina P&L, 1 S.'f.B. al 310; AEP Texas, slip op. ut 

80. 

x. Environmenial Compliance 

Consistent wiih prior Board decisions, IPA's engineers did not 

include any costs for environmeniul compliunce I'or Ihc IRR's lines ihul are 

covered by ICC Engineering Reports because these costs were not incurred when 

the replicated lines wcrc originally constructed by UP oi ils predecessors, and to 

require such cosls now would be a barrier to entry. See Wisconsin P&L, 5 S.'f.B. 

at 1025 (the parties agreed that environmeniul miligulion wus only required for the 

reccnily constructed segnienis): Xcel 1,1 S.'f.B. al 682 (the parties agreed on the 

inupplieubilily of such cosls); AEP Texas, slip op. al 83. 'fhe public evidence in 

WFA also indicates that environmental compliance cosis werc applied only to 

leeently-eonsirucied lines.*' 'fhc IRR's recenlly-eonsiructed spur segment, fur 

purposes of environmenial compliance, is the sume us thut idcnlificd previously in 

the seclion on relocating und protecting utilities. 

IPA's engineers have included a total of S3.766 for environmental 

compliance for the short spur segment that was eonsirucied more recently. See e-

workpapcr "IRR Grading Opening.xisx," labs "Olher Cosl" and "Environ Comp " 

^ See Rebuttal Evidence of Compluinunls Wesiern Fuels Ass'n, Inc. & 
Basin Electric Power Cooperative, Inc., Narrative (Public Version) al llI-F-81-82, 
W'̂ /vJ/(filed Sept 30, 2005). 
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3. Track Consiruction 

'frack construction encumpasses the work needed lo lay irack once 

the subgrade has been completed, including placing subballast, ballast, lies, rail, 

and other irack componenis. 'fhe lotal cosl for track construction as dclermined by 

IPA's engineers is shown in fable lll-F-5 below, and equals $177.0 million. 

Details are provided in e-workpaper "lll-F 'fotal - 2012.xlsx." Development of 

this cost IS discussed in dcluil below. 

TABLE lll-F-5 
TRACK CONSTRUCTION COST 

($ millions) 

llem 

1. Geoiexiile Fabric 

2. Subballasi & Ballast 

3 Ties 

4. Rail 

5. Other Track Malerials 

6 'fiirnouts 

7 'frack Installation/Labor 

' fO'I 'At 

" 'fnmsDoriaiion cosls arc included in 

Geotextile Fabric 

individual 

Cosl " 

$ 0.03 

32 9 

30.8 

38.9 

18.8 

9.9 

53.4 

$ 174.7 

cost Items. 

Consistent with the WFA /decision, IPA's engineers have placed 

geotextile fabric only under turnouts and al-grade public crossings. Id. slip op. al 

94-95. 'fhe quantities of geotextile refiect the amount needed for lurnouis only 

because the cost per fool for al-grade public cro.ssiiigs already includes geotextile 

costs, 'fhe totul IRR geoiexiile quantity calculations are shown in c-workpapcr 
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"'frack Quantiiies-2012.xts.'' 'fhe unit cosl fbr geotextile fabric was obtained from 

Ulah DO'f cosl data. See e-workpaper "UDOT 2009 Page 2 of 17.pdf.'' 

b. Ballast 

Consisieni with past practice, IPA's engineers have used 20 inches 

of bullusl und subbullasi, consisting ofa 12-inch subballasi layer and an 8-inch 

luycr of cleun rock ballasi for all main iracks. See AEPCO 2011, slip op. al 99, 

101; WFA I, slip op. al 91,93; AEP Texas, slip op. al 86. Diagrams oflhc 

siundurd IRR main irack cross sections urc included in e-wurkpaper "IRR 'frack 

'fypicals pdf.'' 

Consisieni with AEPCO 2011, IPA's engineers used six inches of 

subballasi and six inches of ballasi under yard trucks, origin und destination spurs, 

helper pocket Iracks, set-out irucks, und interchange Iracks. Ballast I'or the IRR is 

supplied by a quarry located just to the northwest of Milford, U'f. This facility 

supplies ballast lo the UP. and UP provided a unii cost from the facility in 

discovery, which IPA's eiigiiieers have used in their calculation of bullusl cosis. 

'fhe fueiliiy is directly served by rail by u privale lead truck cunnecied to UP's 

muin line ul MP 584.07 on the Lynndyl Subdivision. See e-work|3apcr "Quarry 

'frack Chart Page.pdf" 'fhis portion of UP's main line is also being replicated by 

the IRR. As such, IPA eiigiiiccrs have included the cosl ofa turnout connection 

for the express purpose of reaching the privale lead track. 

As lhc Milford Quarry is located on the Lynndyl Subdivision al a 

point being replicated by the IRR, IPA's engineers assumed that the ballasi could 
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nol be delivered to a railhead using a ballast train until the subballast, lies and rail 

had been laid. Once, the basic track structure is down, il is possible lo move the 

ballasi train und bullusl luyiiig equipment lo the quurry. From ihere*, the bullust 

would be placed directly (i.e , the bullusl train will dircclly uccess the quurry und 

move the bullasi to any locaiion on the Lynndyl Subdivision where the ballasi 

laying equipment is working). IPA notes that the track construdion contractor is 

responsible for marshaling and moving the ballasi as needed once it reaches a 

ruilhcud (i.e., the Milford Quarry). See "Ohio 'frack Construction Costpdf" 

In order lo skeletonize the track so that ballast can be laid, IPA 

engineers provided for a small amouni, roughly 50,000 tons, of ballasi to be 

trucked and dumped beiween Milford and Lynndyl (the entry point for the rail) 

'fhis is, of course, in addilion to the subballast 'fhis ballasi will ensure dial the 

skeletonized rail will remain siable prior lo the final laying of ballast. 

Dciails oflhe unit cosl and necessary transportalion additives for 

bullusl urc detailed in c-workpapcr "Ballasi & subballasi Workshecl.xls '' 

'fhe IRR's subballast is sourccd from the Milford Quarry and Staker 

& Pursun, which has multiple facilities in Utah, 'fhc cosl per ton oflhe subbullusl 

is bused on quotes provided by the suppliers. IPA's engineers added 

irunsporlulion cosis for irucking and dumping the subballast from the Milford 

quarry lo various poinis along the Lynndyl Subdivision. Subballast being sourccd 

from Sinker & Parson wus quoted with iransportation included to various points 

ulong lhc Lynndyl und Sharp Subdivisions. From those quotes, an average price 
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for subballast was derived und upplicd to the quantities of subballasi developed by 

IPA's engineers. See c-workpapcr "Ballasi & subballasi Wurksheel.xls'' for 

dciails oflhe subballasi unit cost 

'fhe subballasi consists of similar parent mulcrials crushed to provide 

a well-graded, dense layer of crushed rock similar lo road base material, 'fhe 

subballast selected ulso meets AREMA stundards for such materials See e-

workpaper "AREMA 18-2-3.pdf'' 

Bullusl und subballasi quantities were developed for all seclions of 

track based on the lengths of single and double truck sections, and the roadbed 

sections referenced above. As noted above, the IPA engineers have included 

cross-scciions oflhe IRR truck designs in e-workpaper "IRR 'frack 'fypiculs.pdf.'' 

E-workpuper "Ballast & subbullusl Workshecl.xls'' includes the volume per fool of 

track I'or ballasi and subballast The quantities were culculutcd by multiplying the 

seclionul uren in square feel by one fool in lengih and then dividing by 27 lo obtain 

cubic yards, 'fhe volume of rock displaced by the volume oflhe ties being used in 

particular locations was removed from the lolnl volume cnlculnlion. 

Bullust nnd subballasi quantities fur yards were calculated assuming 

each tiuck in the yard is u single truck und using six inches of subbullusl und six 

inches of bullusl. IPA's experts also used the slundnrd conversion factor of 1.5 

lons/CY in determining the ballast and subballasi quanliiies, a figure approved by 

the Board in WFA I, slip op. al 93. 
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c. Tics 

IPA's engineers selected wood lies with a tie spacing of 20.5 inches 

for all main track, passing sidings, and brunch lines, 'fhis is consistent wilh 

ruilroud industry standards I'or mainline track, and the Bourd has also accepted 

SARR wood tie spacing of 20 5 inches. See/(£/'Ca20//, .slip op. ut 103; WFAI, 

slip op. al 96; West Texas Utilities, 1 S T.B al 707 Because oflhc lighier iraffic 

and slower train speeds, IPA's engineers used wood tics with 24" spacing in yards, 

.set-out irucks and interchange iracks. See AEPCO 201 /, slip op ul 103; WFA I, 

slip op. al 96 (accepting this spacing in yaids) 

IPA's engineers selected standard Grade 5 treated hardwood railroad 

ties. The unit cosl I'or Grade 5 tics is based on a work order for a UP project 

underlukcn on the Provo Subdivision in 2010, which is a subdivision that is 

located near the Sharp Subdivision. .See c-workpapcr "WO 03907 Page I3.pdl'." 

'fhe WIR is constructing ils bridges wilh ballast decks, ihereby 

obviating lhc need for iruiisition tics. See WFA I, slip op. ul 97. Similarly, the 

Board hus recognized thut transition lies ure nol needed ul turnouts. Id. 'frunsiliun 

lies are included at road crossings, but those particular costs arc reficcied in the 

road crossing unit prices. 

d. Track (RaiD 

i. Main Line 

As discussed in Purl lll-B, new 136-pound standard CWR is used for 

the IRR's main irucks and passing sidings, 'fhe IRR's cosl per linear fool for 136-
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pound standard rail wus denved from information provided by UP in discovery. 

See e-workpupcrs "Rail Worksheel - 2012.xls'' and "WO 54409 - Page 11 of 

22.pdf' 'fhc ruil the IRR is using is produced by Progress Rail at a mill located in 

Pueblo, CO. IPA's engineers added irunsportuiiun cusis lu deliver the ruil from 

Pueblo lo Lynndyl.'' 'fhe roulc from Pueblo, CO to Lynndyl is us follows: Pueblo 

lo Denver; Denver to Grand Junction, CO: Grand Junction lo Provo; Provo to Salt 

Lake Cily; Salt Lake City lo Lynndyl. 

'fhe rail is welded together inlo approximately I600-I'ool lengths and 

then placed on a rail train, 'fhe rail installation coniruclor is responsible I'or 

distributing the rail from the railhead, 'fhc distribution cosis arc rolled into the 

track construction cosls. 

ii. Yard and Other Tracks 

As discussed in Part lll-B, the IRR is using 115-pound relay CWR 

for yurd, interchange, origin and deslinnlion spurs, helper pocket trucks, und sei­

oul Irucks. 'fhc unii price per fool for lhc 115-pound relay rail is based on a quote 

from Progress Rail. See e-workpapcr '•lPA_Progress Rail_PhoneLog.pdf" 'fhe 

115-lb relay rail is also being delivered using the same route as that taken fur 136-

pound rail, ^ee e-workpapcr "Rail Worksheel - 2012.xls." 

iii. Field Welds 

'fhe cost of material for field welds wus derived from a work order 

provided by UP in discovery. 5ee e-workpupcr "WO 03907 Page I4.pdl'." Field 

^ Rail transportalion distances wcrc determined using PC*Miler 18. 
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welds are required to coniiect the I600-I'ool strings of welded rail produced by the 

munufuclurer us well us lo insert insululed joints, muke connections lo turnouts 

and span grade crossings, 'fhc calculations foi the number of field welds are 

shown in c-workpupcr "'frack Quuniiiies - 20l2.xls," tab "'frack Quanliiies. 'fhe 

cosl of labor for field welds is included in the bid provided by Ohio 'fruck, which 

notes that it is providing a completed product, including laying ruil. See c-

workpaper file "Ohio 'frack Construction Costpdf" 

iv. Insulated Joints 

Insulated joint costs arc included in the signals and communications 

cosls described in Purl III-F-6 below. 

e. Switches (Turnouts) 

IPA's engineers included the number and size of lurnouis specified 

in the IRR's track diagrams (Exhibii Ill-B-I). Unit cosis for lumouts urc bused on 

a quote obluincd by IPA's engineers und indexed lo 4QI2 (the sume quote wus 

accepted in WFA I). See e-workpapers "III-F 'foial - 2012 xlsx" lab "Matenal 

Unit Cost" und "Progress Ruil.pdf." 'furnouls are punclized and include ull 

neccssury materials. Swiich stands are also included us needed 'fhe unit costs for 

switch stands are based on a quote obtained by IPA's engineers and indexed lo 

4QI2. See e-workpuper "Switch Stands I-land.pdf and "Swiich Stands 

Powered pdf.'' Switch heaters und rclulcd propane tanks are also included at each 

mainline turnout, 'fhe unit cosls I'or the switch heaters and propane tanks arc 

based on quotes obtained by IPA's engineers and indexed to 4QI2 See e-
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workpapers "Swiich hculers.pdP' and "Propane Tank.pdf" Swiich machines urc 

included in the signals costs where applicable. 

f. Other 

i. Rail Lubricalion 

Rail lubricators are used by the IRR lo distribute grease to the 

whecl/fiangeway interface where the degree of curve oflhe track is four degrees 

or greater on mainlines and branches. Spacing of lubricators is based on the 

coverage oflhc grease as defined by the supplier, and as warranted by track 

conditions. Details oflhc lubricator count are shown in e-workpaper "Cur\'e Dutu 

Workshcet-201 l.xisx '* 'fhe unit cosl I'or ruil lubriculors is based on a quote from 

L.B. Foster indexed lo 4QI2. See e-workpaper "Rail Lubricalor.pdf" 

i i . Plalcs, Spikes and Anchors 

On tangents und curves less thun three degrees, the IRR is using 

wood ties with cut spikes ihul will be used to hold the rail to the lie plule und the 

lie pluie lo the lies, und lo provide Inlernl restraint to hold lhc rail to gauge (4'-8V "̂ 

inside dimension beiween the ruilhcuds). 'fwo spikes per lie plate (four spikes per 

tic) are used on ull irucks with timber lies and less ihan 3-degrcc curves, 'fhis 

spiking patlern is standard practice for U.S. ruilrouds, is used by UP in lhc territory 

being replicated, and was approved by the Board in WFA I. slip op. at 103. 

AREMA standards also support two spikes per plate See e-workpaper 

"Spiking.pdf" 
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For curves three degrees or greater, pandrol plates and clips arc used 

wilh four screw spikes per pandrol plule. 'fhis pattern is consisieni with industr)' 

practice und AREMA. Id. 

Rail anchors are drivc-on or spring clip-on devices that clamp under 

the base oflhe rail and bear against the sides oflhe timber lies. Anchorage oflhc 

rail prevents the rail from running, or moving in a longitudinal dircclion down the 

track due to ihcrmul expansion or train acceleration/braking loads, 'fhe anchors 

iiansmit the longitudinal stress I'urccs in the rail to the ties, which then transmit the 

foices to the ballasi thereby resiraining movement ofthe track structure. Anchors 

are used on bolh sides of every other lie on main truck, branch lines, yard iracks. 

set-out iracks and interchange iracks where the cur\'alurc does nol exceed three 

degrees (no anchors arc rcquircd where pundrol clips ure used). Anchors urc used 

on both sides of every lie I'or 200 feet on each end of grade crossings and turnouts 

(those costs are included in the grade crossing and tumout costs), 'fhc anchoring 

pattern being used on lhc IRR is consistent with AREMA. See e-workpaper 

"Anchoring pdf" 

'fhe unit costs for plates, spikes, anchors, und clips arc detailed in c-

workpapcrs "lll-F 'foiul- 20l2.xlsx" lab "Mulcriul Unit Cosl," "WO 03907 Pugc 

I3.pdl'." "WO 03907 Page 14 pdf," and "Rail Lubricaior pdf" 

iii. Derails and Wheel Stops 

Derails are used to keep curs from rolling frum a spur track or side 

track ihrough a turnout and onto the main truck. Derails ure included ut ull FED 
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sel-out truck turnouts and ul yurd lurnouis ul the three yurd locations where cars 

arc set oul from trains and stored. Wheel slops arc used at the end of single ended 

iracks lo keep the curs from rolling ofi'the end oflhe truck, 'fhc unit cost for u 

derail is based on the Means Handbook cosi from 2011, indexed to 4Q12. See e-

workpaper "2012 RS Means Page 648.pdf" 'fhc lolal cosls are described in c-

workpapers "lll-F 'folal-2012.xlsx" and "'fruck Quunlilics-20l2.xls." 

iv. Materials Transportation 

Specific transportation cosis associated wiih a given item arc 

addrcsscd in the relevant portions ofthis Subpart, or in the applicable e-

workpapers. 'fhercfore, no addilional transportation costs have been added fur 

those items. 

IPA notes, however, that UP suggested in Dockei No 42127 that the 

inier-railroad courtesy rate of $0,035 per ton-mile for shipping rail and olher 

matenals that IPA uses here is no longer valid "* 'fo thut end, il proposed a much 

higher figure, $0.15 per ton-mile, citing a public lariff lo move only one car of 

ballast, which included a fuel surcharge, I'or a lolal cosl per car of $2,348. Pulling 

aside thut the IRR would never move u single car of ballasi and that any rate I'or 

one cur is likely fu be signillcunlly higher than a rale I'or moving larger quantities, 

the IWC ratio I'or such a move is 194%. 'fhis far exceeds what one would expect 

from an inter-railroad courtesy rale. In a far more apt comparison, when a unit 

"* 'fhis rule hus been accepted in prior SAC cases. See. e.g., Xcel /, slip op 
at 687. 
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iruin of 100 curs of bullust (100 tons per cnr) is cosled, the URCS Phase 111 per 

ton-mile cosl is only $0,022. 'fhus, al the $0,035 rate that IPA has applied, the 

R/VC ratio on such a move is 157%, which is probably still too high. Yet, that 

figure pules in compurison lo the IWC ratio using $0.15 per ton-mile (671%). 

'fhus, in this Opening, IPA has continued to use the $0,035 ton-mile additive 

v. Track Labor and Equipment 

The IRR's track luying and related cosls were derived from u quote 

obtained by IPA's engineering experts. See c-workpaper "Ohio 'frack 

Construction Costpdf" 

4. Tunnels 

'fhere arc no tunnels on the lines that the IRR is replicuting. 

5. Bridges 

IPA's engineers have inspeeicd the lines being replicated by the IRR 

und reviewed the specific infominlion contained in UP's bridge inventory und 

other docunicntulion produced by UP. From their inspection and review, IPA's 

engineenng wiinesses have developed bridge quanliiies und cosls consistent with 

the IRR's needs. Bridge design and unit costs are derived from a real-world 

source as described below. Thus, the IRR's bridges are consistent wilh real-world 

cosls and designs. 

a. Bridge Inventory 

IPA's engineers prepared the IRR bndge inventory bused on u 

review uf the bridge informuiion provided by UP in discovery, 'fhc bridge 
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inventory includes milepost, feature crossed, number of spans, structure lypc, 

height and loiul lengih. The inventory is provided in c-workpapcr "IPA Bridge 

Cosls.xls." As noted ubove, certain bridges were converted to culverts and vice-

versa. 

b. Bridge Design and Cost Overview 

'fhe bridge inventory being replicaled is small, 'fhe IRR is only 

building 50 bridges (several locations have double track, and each double track 

location IS counted ns two bndges). Indeed, the longest bridge is only 150 feet 

long and the lallcst bridge is only 26 feet high. Consequently, IPA's engineers 

determined that muliiple bridge types are not necessary. Instead, IPA's bridge 

designs und costs urc based on a single bridge projeci undertaken by UP, which 

was ihcn scaled as needed for the purticulnr bridge being buill by the IRR." 

i. Bridge Design 

When the lines replicated by the IRR were constructed, a variety ol 

bridge types and lengths were used. However, when constructing a series of 

bridges from scratch, il is far simpler and more efficient to use modern bridge 

building techniques and a siundurd design if possible 'fhus, the IRR's bridges 

huve lhc sume lengths us the rcul-world bridges on the lines being repliculcd, but 

IPA's engineers huve designed und cosled those bridges using more efileieni 

" In Ducket Nu. 42127, UP uccepled IPA's siundurd bridge design, 
l-lowever. UP proposed three addilional bridge lypcs lo accommodulc a small 
number of bridges that il argued could nol be built using lhc standard bridge that 
IPA had proposed. None oflhe bridges that UP separated oul inio additional 
bridge lypcs by UP urc being repliculcd on the IRR 
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concrete deck spuns As no informuiion was provided in discovery on the 

hydraulic urea covered by the bridges, wnicr fiow increase/decrease was nol taken 

inlo consideration in lhc engineers' methodology (this would be negligible in any 

event due lo the fact that each IRR bridge cither has the same number uf spuns, ur 

has a decrease in span number, while keeping the length the same as the existing 

bridge). In nddiiion. a number of dam construction projects have significantly 

reduced the peak fiows of nearby rivers. See e-workpuper "Sevier and Beaver 

River Dunis.|3df'' 

As noted above, the IRR is utilizing u single bridge lype. 'fhc design 

ofthe bridge is based on a project undertaken by the UP on ils LuHcin Subdivision 

neur Cuncy. TX. 'fhe project wus u mulliphuse rcplnccment/ refurbishnicnl ofa 

large bridge that was buill wilh several span types and supporting siruciurcs. For 

the IRR's purposes. IPA engineers adopted the design and components I'or Phase I 

oflhe rcpluceiiieni, wherein a limber trestle approach structure was replaced with 

a concrete deck bridge supported by steel piles. UP's designs for this structure nre 

included as c-workpaper "WO 59631 JulO2860-Segiiicnl AB (Rev.2) - Drawing 

117467 pdf." 

Using UP's materials list and designs I'or the Lulkin project IPA's 

engineers determined the quantities/costs'^ that would be needed for any given 

'~ 'fhc exuci quantities of malerials are nul necessarily deiuilcd in euch 
insiuncc. Instead, UP's cosl for euch iicm was categorized and broken down into 
abutments, piles or .spans, 'fhus, in making the cosl caleululioiis for each IRR 
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bridge siruclure Specifically, IPA's engineers categorized lhc various malerials 

and rclulcd lubor inlo one of three categories: abutments, columns (piles, bracing 

and pile eap.s) or spuns. 'fhe UP mulcriul list included ull the neccssury bridge 

ilcms, as shown in the designs, including but not limiied lu piling materials, 

endcaps, backwulls, wingwnlls, bcuring puds, plate, rip rap, pile caps, channel 

braces, box beams, beam slops, handrails, deck plates and filler niulerials. Spun 

mulcriul quantities/costs were further broken down lo derive a per fool 

cost/quantity figure. 

'fo ealculaie the necessary material, labor and transporiniion cosl for 

each bridge in lhc inventory, IPA's engineers provided an ubutmcnt for each end 

oflhc bridge, and column (steel pile) slruciure(s) necessary to support the number 

of spans, 'fhe per linear foot cosl for spans was then multiplied by the length of 

the bridge us reported in the UP inventor)', 'fhe specifics oflhc procedures urc 

shown in the individual bridge calculations included in e-workpapcr "IPA Bridge 

Costs.xls.'' 

ii. Bridge Costs 

As already noted, the bridge design and cosls were derived from a 

UP projeci on its Lulkin Subdivision. The mulcriul cosis were included in data 

provided by UP. See c-workpupcr '"WO 59631 .pdf." In nddiiion, UP provided 

deiuils on the necessary labor cosis lo install the bridge, including ihe cosis for pile 

bridge, IPA's engineers urc dircclly muking only a cost caleulalion; the necessary 
materials are implicitly included via the cost siruclure 
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driving, inslalling the abutments and placing the bridge girders. See e-wurkpaper 

"514842.xls." Finally, UP provided details on the cost to transport the bndge 

matenals { } miles by truck lo the work site. See c-workpaper "WO 59631 

'fransporiution.pdf'' IPA's engineers deiennined thnt the iransportation cost 

additives were reasonable in this instance because there is a major nianufaclurer of 

pre-casi concrete structures located in Salt Lake Cily (Hanson Structural Prccust). 

As all oflhe IRR system is located less than 200 miles from Salt Lnke Cily, the 

tiunspurtuiiun cosis provided by UP should be adequate lo move the bridge 

materials lo any location on the IRR. UP's discovery documents included 

irunsportulion costs from several locutions, including some as far away as 

Nebraska. IPA's engineers included the cosls dial best fit the transportation the 

IRR would incur (i.e , up to { ) miles). Details ofthe particular unit costs us 

applied are shown in c-workpapcr "Base cost bridge.xlsx.'' 

c. Highway Overpasses 

As noted in Part III-F-8-c below, grade-separated crossings are 

included in the bridge calculations. In discovery. UP produced infunnulion 

regarding a highway overpass constructed on the Sharp Subdivision at MP 747.59, 

which IS being leplicaicd by the IRJ .̂ See e-workpaper "WO 07379 pdf" While 

UP provided few dciuils ofthe projeci, from lhc documents provided it appears 

that the uctual construction wus undertaken by the Ulah DO'f and that UP paid 
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{ }% ofthe lolal project cosl or ${ }.'^ This figure is higher than the 

typical overhead bridge cosl submitted by complainants in SAC cases, bui upon 

examination, il appears the overhead bridge here is unusually large compared to 

the typical uvcrheud bridges included in prior SAC cuscs. but il is consistent with 

the overhead bridges that cross the IRR. as explained beluw. 

IPA engineers mnde u further examinaliun uf the uther seven 

overhead bridge locations that the IRR needs to include in ils cosls. 'fhc olher 

locations, except one. also include large highway overpasses like the one al MP 

747.59 (e.g., Interstnie Highway 15 crosses ovei the railroad al several poinis). 

'fhe one non-highwuy overpuss is a particularly "fancy" overheud bridge thnt wus 

buill lo cnuble vehieulur irafilc lo reach a new subdivision. From its appearance, 

IPA's engineers concluded that il was unlikely that UP had paid for any portion of 

the bridge Nevertheless, lo be conservative, IPA's engineers included the bridge 

in their list. 

In light ofthe similarities ofthe bridges, IPA's engineers included 

the cost from the previously-described Sharp Subdivision overhead bridge for each 

overhead bridge that il identified. See e-workpnper "Highway Overpasses 

Cosls.xisx." IPA further nulcs that the { }% portion ofthe project cusl thut UP 

included in the wurk urder "WO 07379.pdP' is inconsistent with the draft coniraci 

that is publicly available from the Ulah DO'f. In the draft contract UP wus nol 

'̂  A picture is included as e-workpaper "747.59 acrial.pdf" 
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expected lo pay any portion oflhe costs See e-workpuper "UDO'f Draft 

Contract"''' Thus, IPA continues lo believe that il has been conservative in using 

the per bridge cost from the Sharp Subdivision project. 

'fhe loial inveslmenl cosl for the IRR's bridges is $13.0 million. See 

e-workpapcrs "IPA Bridge Cosls.xls" and "Highway Overpa.sses Cosls.xisx." 

6. Signals and Communications 

'fhc IRR's signals and communications cosis ure summarized in 

'fable III-F-6 below. As described in Part lll-B and Part III-C, the IRR uses a 

C'fC trafilc control system lo govern iruin movements on the Lynndyl 

Subdivision, 'flic remaining territory is "dark," but remotely conlrollcd switches 

are included for mainline passing sidings in the dark territory. Communications 

needs arc mcl through a combinulion of fiber optic trunk lines, mieruwave lowers 

and land mobile rudio stations, 'fhe systems and as.sociatcd cosls arc described 

below. 

TABLE lll-F-6 
SIGNALS AND COMMUNICATIONS SYSTEM COSTS 

(S millions) 

hem Cosl 

1. CTC, Reniulc Switches, S 17 I 
I'l̂ Ds, Al£l Scanners, and 
Related liqiiipment 

2. Communications S 6 0 

Ti i lal S 23.1 

''' IPA's engineers were unable to locate the final eonlract 
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a. Centralized Traffic Conlrol & Remote Switches 

'fhc IRR's signal and communications systems were designed and 

cosled by IPA Witness Vicior Grapponc. 'fhc various component quantities were 

developed by reviewing the IRR system diagram included as Exhibii lll-B-l. 

Unit costs were derived from variuus quotes developed by Mr. 

Grapponc 'fhc cosls developed for the C'fC sysiem include all oflhe mulerinls 

neccssury for the operation of each signul, including vitnl conlrol equipment, 

power dislribulion. cables, swiich mechanisms, wayside signals, inlernal wiring, 

huts, buiieries, power drops, insulated joints and other appurtenances, such as 

concrete bases. See e-workpaper "IPA Signals nnd Coniniuniculions.xls.'' 

Intelligent electronic track ciicuit technology is applied for the aulomaiic signal 

locations beiween inlcrlockings. 

Automatic signals have been spaced to provide a maximum block 

length of 13,000 feel, which is within the capability oflhe equipment. 

Interlocking huts employ vital niicroproccssor technology, 'fhese huts provide fur 

greater capabilily for complex logic than relay-based sysiems, thereby making it 

possible to employ udvaneed I'unclionulily. including the independent control und 

indicuiion oflhe switches comprising a crossover. Sufficient swiich cabling has 

been provided lo support this feature. 

IPA's engineers also provided for bolh manual and machine trench 

digging und cable inslallulion as required to eonneet the equipmeni huts wilh 

wayside appliances. In the areas covered by fiber opiic conimunications. each 

lll-F-56 



interlocking and other C'fC device includes fiber optic link equipment as rcquircd 

lo link it to the IRR's communiculiuii sysiem, including intermediate fiber splice 

locations. In the areas covered by microwave coinmuniculiuns, ench of these 

locutions includes the dutu radios neccssury to provide this link, 'fhe entire sysiem 

is linked inlo the dispatching center al the IRR's Lynndyl headquarters, which is 

also cosled in this section.'^ 

'fhe dispatching center cost of S250,000 wus based un previous 

dispatching center costs acccplcd by the Board, but scaled to reficci the smaller 

level of iraffic on this SARR and lhc single dispatching desk. See. e.g , WFA /, 

slip op. al 114 (accepting, by incorporation, the dispatching cenicr unit cosl). 'fhe 

WFA cosl was based on information provided by Alsiom. 'fhc IRR does nol 

require u separate, redundant dispulching fueiliiy, as ils rail traffic volume is not 

very heavy. In the event ofdispatch system failure, the dispatcher cun use track 

warrants temporarily In addilion, computer aided dispatching, via track warrants, 

could also be utilized. 

Remotely conlrollcd switches urc used in the IRR's durk (non-C'fC) 

territory, 'fhe Full Sufe Audible Signal-Power Activated Swiiclics ("FAS-PAS") 

arc sold by Global Rail Systems, 'fhis is a vital system thai provides opcruiionul 

sufcly ihrough switch conlrol und indicuiion circuitry, lime locking nnd wayside 

'̂  Mr. Grapponc also developed the total number of AAR signal unils for 
the IRR system (3.261), and provided this number to IPA's MOW wimess. Gene 
Duvis, I'or use in developing unnual maintenance costs I'or the IRR's signals und 
coiiimuniculiuns sysiem. 
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signuls. Mr. Grapponc conferred wilh the vendor, and determined that the 

switches would meet the opeiaiing needs ofthe IRR us defined by Mr. Reistrup. 

In addition, Global Rail Systems indicated that the FAS-PAS system is in use on 

the Kansas Cily Southern ("KCS"'), a Class I ruilroud. Specifically, KCS uses the 

switches on ils so-called "Meridian Speedway," which is used by approximately 

25 trains a day according to the vendor, 'fhe vendor also provided an estimate of 

the delivered cosl for each swiich. us well ns the nccessury labor lime to install il, 

which costs Mr. Grapponc has included in his estimate Details oflhe FAS-PAS 

system and cosis are included in c-workpapers "FAS-PAS Remote Switch 

Noics.doc" and "IPA Signuls und Coniniunicutions.xls." 

b. Detectors 

Automutic roll-by fulled equipmeni detectors ("FEDs") nre included 

ulong the IRR muin lines as required by operations and consistent with the current 

industr)' siundurd: AREMA 2001 Standards, Chuplcr 16, Seclion 5.3 1, Items j & 

k. 'fhcsc FEDs arc locnled upproximulcly every 25 miles along the main line. In 

addition, the detectors have been slralegicully locuted to minimize the irafilc back­

ups should u train be required to stop fur inspection und/or lo remove u bud order 

cur Al Icnsi one (and two between Lynndyl and Milford) bad order seioul truck 

has been sited wiihin three miles of each failed equipmeni detector to provide for 

train slopping distances and allow removal of bud order curs lo the scioul track. 

All sctout iracks near the detectors ure 600-l'ool clcur length (860 feet between 

switches) double-ended iracks. 
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'fhe IRR ulso hus three AEl scanners. Details oflhe cosls and 

componenis for the FEDs und AEl scunners are shown in c-workpupcr "IPA 

Signuls und Communicuiions xls." 

c. Communications System 

'fhc IRR's railroad radio system enables locomolive 

communications, two-way radio communicuiions, general voice communicuiions, 

general duin communicuiions, und FED ulerls. A combination of fiber optic and 

microwave radio technology is used for the conimunications system backbone, 

und lund mobile radio technology is used to facilitate communications between 

end user applications and the radio system backbone Land mobile radio ("LMR'') 

technologies provide communication access (via fixed, mobile and porlnble 

radios) lu the radiu sysiem backbone for operating crews, supervisory and truck 

mainlcnance personnel ihal need to communicute with the railroud's operating 

hendquuriers and central dispulching facilily at Lynndyl. LMR technologies are 

co-located with microwuve radio technologies at network (tower) sites if 

uppropriule LMR technologies operate in Very High Frequency ("VHF'') mude 

lo accummodale railroad operational frequencies assigned by the AAR. 

'fhc backbone ofthe IRR's railroad radio system includes fiber optic 

cable and microwave lowers along the IRR route 'fhe split between territories 

seived by fiber optic cable and those served wilh microwave lowers is shown in e-

workpuper "Uluh Fiber.xls " In gcnerul, the Lynndyl Subdivision is served by 

liber und lhc Shurp Subdivision is served by microwuve lowers. 
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IPA's engineers opted lo use fiber oplie cubic for the IRR's 

eonimuniculioiis buekboiic where il has been insiulled on lhc UP lines being 

replicated, 'fhe lypical arrangement between a telecom provider and a railroad 

grants the telecom provider the right to lay fiber optic cable along the railroad's 

right-of-way, and then operate that cable for a conlractcd period of ycurs. In 

exchange, the railroad is ofien paid fees for such access, und more importuntly I'or 

present purposes, the railroad is typically allowed to use a portion ofthe available 

bandwidth free of charge Accordingly, IPA's engineers have assumed that the 

telecom provider would install the fiber oplie cable ul ils cosl and that die IRR and 

the provider would enter a coniraci on lerms that would entail no cosl to the IRR 

lo use il. UP did nol object to this nrrnngcnieni in Dockci No. 42127. 

IPA's engineers huve included the equipment cosls required lo 

access the relcvuni fiber optic facilities. Each wayside control cabinet includes a 

liber modem and related fiber node cosls, which replace the data radio, 'fhc 

equipment selected is based on other projects wiih fiber data transmission, 'fhe 

unit cosls for the equipment are derived from publicly uvuilubic sources. See e-

workpaper "Fiber Node Cosls.pdf" 'fhese fiber modems ulso ucl as repeaters, so 

additional repeater locutions are nol required, 'fhe fiber costs also include splicing 

costs lo access the trunk lines at conlrol points und other intermediate points where 

a fiber pull box may be loo far from the splice point Cabling cosis to run fiber 

from the pull boxes is also included. 
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Only some oflhe lines being replicated urc served by fiber optic 

cable. Fur those areas where liber is nol presently in place, Mr. Grapponc has 

included microwave lower facilities in the same locations where UP currently hus 

microwuve facilities. See c-workpupcr "Telecom Site Map.pdf" In total, the IRR 

has nine microwave facilities 

Microwave site cosls are based on documents UP provided in 

discovery I'or standard microwuve fucililies and smaller stations. Eight oflhc nine 

microwuve fucililies urc standard fucililies us defined by UP and the ninth is u 

smuller .slulion facility. UP's microwave silc costs are comprehensive, 'fhcy 

include, but arc not limited lo: a 200 fool lower, microwave terminals. VHF radio 

busc siulions, a shed, vurious untennus, nnd fencing. See, e.g , c-workpaper 

"S'f ATlONMWuiahFeb20l 1 .xls." Lubor cosls arc also included. 

Mr. Grapponc also included additional LMR fucililies lo ensure the 

consistency of radio communicuiions between fiber nodes und/or microwuve 

towers, ^ee c-workpaper "IPA Signals and Coiiiniunicalions.xls." 

7. Buildings and Facilities 

fhe IRR is a Class 11 railroad, ll requires only a few fucililies to 

serve ils needs, including a headquarters facility, u small locomotive shop, a crew 

change facility and a MOW facilily. The details I'or the vurious fucililies are 

discussed below, 'fhe total building cosis ure summurized in 'fable lll-F-7. 
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TABLE l l l -F-7 
BUILDINGS AND FACILITIES 

(S millions) 

Fucililv 

1. Headquarters Building 

2 tocomotive Shop 

3. Crew, MOW/Roadway Buildings 

4. Yard Site Costs (Roads, tighling. 
Drainage, Wastewater, etc) 

Total 

Cosl 

SI 71 

4.44 

0.28 

1.82 

S8.25 

a. Headquarters Building 

'fhc IRR headquarters is cenlrally located ut the IRR's Lynndyl 

Yard. The building's square footage was based on the designs nnd costs for a 

building designed lo hold over 60 people. See e-workpupcrs "Headqunrlers.pdl'.'' 

and "UP Headquarters Bid.pdf" 'fhc general building costs und designs were 

bused on a large UP yard building facilily. However, IPA engineers modified the 

facility to accommodale the IRR's stafilng and other needs. Details oflhe projeci 

and the cosls arc included in e-workpupcrs "2012 Buildings.xlsx." "2012 Building 

Siies.xls,'' und "2012 Headquarters Site.pdf" 

b. Fueling Facilities 

'fhe IRR has no fi.xed fueling fucililies Locomotive fueling is 

pel I'oimed by irucks, i.e , direct-to-locomolive ("D'fL") fueling, as needed, at lhc 

IRR's locomotive shop located al N. Springville Separate fueling iracks arc 

provided at the facility, and all fueling will be pcrfurnied track-side at designated 
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lucaliuns. Specifically, IPA provided I'or three fueling spots. Euch spot includes 

two high-dcnsily polyethylene pans designed lo capture uny fuel that miglii spill. 

5ee e-workpupcr "2012 Buildings Fueling Containment Area.pdf Piping was 

provided to run any spilled fuel buck to the locomotive shop where il cun be 

separated und properly disposed of, thereby rcducing environmeniul risks. IPA's 

engineers also provided I'or construction ofa road to reach the locomotive facilily 

and the fueling spots, 'fhe details oflhe costs for the pans and piping are shown in 

e-workpaper "2012 Building Siles.xlsx " 

'fhe fueling area is also equipped for sanding and quick servicing of 

locomotives. Specifically, the fuel area is equipped wiih water I'or filling cooling 

systems, lube oil, sand, und shop uir I'or vurious repair work and testing, 'fhus. ull 

servicing und general inspection cnn be done ut the fueling nreu ulong wilh minor 

repairs if needed, 'fhe costs for these items arc included in lhc locomotive shop 

cosls. 

c. Locomotive Shop 

The IRR has one small locomotive shop located ul N. Springville. 

'fhe sniull sculc Ills the workloud because the IRR has only 14 locomolives 'fhe 

locaiion is shown in Exhibii lll-B-3. Despite the small number of locomotives, 

IPA's engineers have provided u 22,900 squure fool repair shop that is purl ofa 

larger pre-engineered mclul building thut incurpurales 2.000 squure feci of ofilce, 

crcw change, lunch room and locker room fucililies. 'fhc structural elements of 

the facilily are based on a quote from Kcssel Construction, which die Bourd 
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accepted in WFA I. slip op. al 126. See also e-workpaper "Kessel Locomotive 

Shop.pdf.'' 'fhis quote was scaled for the facility required hcrc und indexed to 

4Q12. 

'fhc facility includes two Irucks lu ensure throughput und 

rcposilioning I'or locomotives, 'frack I includes a drop table and a wheel truing 

area, 'frack 2 includes an inspection pit nnd a ramp track that can acconimodutc 2 

locomolives. Both irucks urc served by a 35-ion overhead crane that spans bolh 

tracks and six 3-ton jib cranes, 'fhe shop is ulso replete with smull lools und olher 

necessiiies A locomotive wush fueiliiy is also provided. See e-workpupcrs "2012 

Buildings.xlsx" "2012 Building Siles.xlsx," "2012 Buildings Locomotive 

Shop pdf und "2012 Buildings Locomotive Shop Site.pdf" 

'fhe shop is capable of all inspeciions from daily inspections to 

annual ins|}eeiions as required by the FRA. 'fhe shop is designed to handle all 

work associated with sustaining the locomotive licet based on component 

changeoul and parts renewal, ll can accommodale minor derailment and accident 

repair such us sideswipe damage and lypical grade crossing collision damage. 

'fhe shop will also fucililaie and acconimodutc power assembly 

repairs, busic engine ovcrhuuls if neccssury, air brake component troubleshooting 

and renewals, truck rcpnirs. wheelsel/lraciion motor changcouls, wheel truing, 

diesel engine/main generator swap outs, engine eumpuncnl changcouls such us uir 

compressors, fuel pump motors, water pumps, radiators, turbos, carbody parts, 

draft gear, and couplers. 
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'fhis shop will not perform major coinponcnl repairs such as 

rebuilding engines. As is typical of must ruilrouds, these mujur repuirs will be 

conlrnclcd out lu vendor shups thut spcciulize in this work, 'fhus, the components 

ure repuircd on a rcpair-und-relurn or unit-exchange basis, 'fhe locomolive shop 

is. however, set up to remove such components fiom the locomotive and reinstall 

the repaired or replaced part. In olher words, the IRR shop would change oul 

componenis thai are rebuilt ofi'silc (conlractcd oul), as opposed lo removing and 

rebuilding ull the individual components in-house. Consequently, the locomotive 

shop does nol need lhc equipment thnt might be found in u mujor repuir fueiliiy, 

such as an engine block washer, irucliun motor stands, traction motor gcurcuse 

rucks, or uir brake lest rucks. 

d. Car Repair Shop 

Under the rclcvani IRR (UP) car maintenance agreements, u 

contractor is responsible for providing all neccssury shops. See Part lll-D-2. 

'fhus, IPA hns nol included u sepurute cur shop. Running cur rcpuirs urc 

performed ut IPA's Spnngville railcar mainlenunce facilily, where 1,500-mitc 

inspections of certain cniply IRR coal trains arc also performed. 

e. Crcw Change Facililics/Yard Offices 

'fhe IRR has ihree crew chunge locnlions, Milford, Lynndyl und 

Provo. 'fhe crew chunge location at Milford is a siand-alonc building, 'fhe facilily 

is sized to nicci lhc needs oflhe number of personnel for whom Milford is their 

home terminal. In addilion, "guest'' lockers ure also provided for away-froni-
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home crews, 'fhc building is u prc-cngincered metal building shell 'fhc interior is 

finished wilh sheet rock wall coverings, painted, hard wearing fioor surfaces, one 

walled-in office and a unisex restioom. 'fhe Milford facility also serves as a yard 

office, 'fhc crcw change facilities al Lynndyl und Provu ure inlegrulcd into the 

headquarters building and ihe locomolive shop, respectively. Dciails oflhe design 

and cosls are included in e-workpapcrs "2012 Buildings.xlsx," ''2012 Building 

Siles.xlsx." "2012 Buildings Crew Chaiigc.pdf" and "2012 Buildings Crew 

Change Site.pdf." 

f. Maintenance of Way Buildings ("Roadway Buildings) 

'fhe IRR hus one MOW building at Lynndyl, accompanied by a 

garage facility I'or MOW equipment 'fhc building is similar in office space and 

design to the crew change facilities IPA's engineers developed the space 

requirements bused on the total MOW staffing as developed by Gene Davis. 

Deiuils oflhc design and cosis urc included in e-workpapers "2012 

Buildings xlsx." "2012 Building Siles.xlsx," "2012 Buildings Maintenance of 

Wuy Ofiicc.pdf." "2012 Buildings Muinienunce of Way Garage pdf." "2012 

Buildings Mainlcnance of Way Site.pdf," and "MOW & Crew Buildings pdf" 

g. Wastewater Trcalnient 

fhe IRR's Lynndyl Yurd and the locomotive shop nre localed near 

public sewer service, and IPA's engineers assumed thut u conneciion wuuld be 

made for those facilities. I'or the locomotive shop, an oil/water separator sysiem 

was included 
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A 400 gallon waslc water treatmeni facility was included ut Milford. 

'fhe COSIS for the vurious items ure deiuilcd in e-workpupers "2012 Building 

Siles.xlsx," "2012 Buildings xlsx," "Septic System Quoie.pdf," and "UP 

Headquarters Bid.pdf" 

h. Yard Ain Yard Lighting and Yard Drainage 

Yard lighting is included at each ofthe IRR's iwo yards and the 

locomotive shop. Lighting is provided by 40 foot light poles, wiih dual 3 foot 

arms. Each arm has a 400 wall I-IPS cobra head luminaire. Lights werc spaced 

every 300 feel, und between trucks lo ensurc maximum coverage. However, to aid 

in fueling locomotives, the fueling spots near the locomotive shop include lights 

spaced at 100 fool intervals, 'fhe cosls and details of ihese items are included in 

the general yard development cosls shown for each yard in e-workpupers "2012 

Building Siles.xlsx." "Marysvillc Yard.pdf," und "Lightsl.pdf" 

Yurd druinnge wus nol observed in any oflhc UP facilities on the 

lines replicated by the IRR that were inspected by IPA's engineers. Nevertheless, 

yard drainage is included in IPA's yard site development cosls Specifically, the 

yards include sloping and drains ure set ul lhc low poinis. See c-workpapcr "Yard 

Cross Seclion.pdf.'' Dciuils oflhc cost culculation arc shown in c-workpapcr 

"2012 Building Siles.xlsx." No yard uir is included. 
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8. Public Improvenienls 

a. Fences 

UP provided no dutu concerning ihc quuniiiies or locations of 

fencing on any ofthe lines being replicaled by the IRR. IPA's engineers inspected 

these lines and found ihal significant lengths of track were fenced. However, in 

Docket No. 42171, UP argued that more fencing was required bused on u hi-rail 

irip performed by ils experts. As IPA hud no way lo verify UP's observations. Mr 

Ludwig, who assisted Mr. Stone in the preparation of ihis evidence, reinspccted 

portions oflhe territory in July 2012 lo delerminc, inter alia, the necessary 

fencing, and for other purposes. In purticulur, on the Sharp Subdivision Mr. 

Ludwig observed ihnt in many arcas, particularly ihrough lowns, there was no 

fencing al all. 'fhe minimal fencing observed was inconsistent wilh typical 

railroad righl-of-wny fencing because the lype and size of fence was unusually 

large or characierisiic ofa one-off fencing inslullulion. 'fhc fences ulso tended lo 

end at obvious property lines, and were therefore assumed to have been installed 

by the adjacent property owners. A typical example of such fencing is found at 

IPA's railcar repuir fueiliiy. ll hus very tall chain link fencing, which was not 

observed in other locations ihul hud clcurly been fenced by UP. 

'fhc ugricullural arcas on lhc Sharp Subdivision did nol have 

fencing. In general, the only locations where fencing was observed were pasture 

lands, but such fences \vere usually obscr\'cd on only one side oflhe right-of-way. 
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Bu.sed on these observulions, IPA's engineers included fencing cost for 50% oflhc 

IRR's lolal roulc miles and on one side oflhc track only. 

On the Lynndyl Subdivision, the areu from Lynndyl to Dcltu was 

similar to the Sharp subdivision and the same 50% oftlie luial miles and fencing 

un one side only wus used. From Delta to Oasis, lhc arca is irrigated furmland 

used for crops, nol livestock, and no fencing was observed, 'fhus, no fencing cosls 

are included for this segment 

The area from Oasis lo Milford is churucierized by entile grazing, 

und lhc righl-of-way here was usually fenced on bolh sides. Indeed, much ofthe 

areu is "open range,'' and calllc guards in the highway mark the limits oflhc frcc 

range urcus. In these areas, in addition lo the ROW being fenced, all grade 

crossings rcquirc cattle guards, 'fhus, fencing cosls werc based on 100% oflhe 

roulc miles and on both sides oflhe track. 

I'inally, there is no nghl-of-way fencing in Milford proper, 'fhc 

fencing uppeuis to stop where lhc free range area slops, 'fhe mileposl ofa cattle 

guard in the highway, marking Ihc end oflhc free range icrrilory, was estimated as 

MP 580 Soulh of MP 580, no fences were obser\'cd and thus no addiiionul fence 

COSIS urc included, 'fhe slop nnd slurt mileposts are shown in e-workpaper "ROW 

Fence and Cattle Guurds.xisx." 

IPA's unit cosls for fencing are based on data provided by UP in 

discovery, 'fhe fencing cosis also incorporate necessary comer bracing into the 

per foot cost, 'fhe unit cosl I'or culllc guurds is based on prices quoted from 
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Powder River Livestock Handling Equipment Company which manufactures the 

calllc guards in Provo, U'f. See e-wurkpapers "ROW Fence and Calllc 

Gunrds.xls.'' and "cattle guard cumpunenl prices.pdf" 

b. Signs and Road Crossing Devices 

IPA's uperaiing and eiigineering experts have included a standard 

package of railroad signs, including milepost, whisile posl, yurd limit, and cross-

buck signs and posts. A complete count oflhe included signs is conlained in e-

workpapcr "Grade Crossings - 2012.xlsx.'' wilh the unit costs shown in e-

wurkpaper "111 - F 'fO'f AL - 2012.xlsx." 

c. Cradc-Scparatcd and At-Grade Crossings 

Consisieni with AEP Texas, slip op ai 102 und Xcel 1.1 S.'f.B. at 

115-16, the IRR is building all al-grade road crossings, and paying 100 pcrceni of 

ihe cosl for the crossing malerials. See e-workpapers "Grade Crossings -

20l2.xlsx" and 111 - F 'I'O'fAL - 201 l.xisx." Deiuils oflhe unit costs und 

quuniiiies for grade crossing materials are included in e-workpupers "lll-F 'folul -

20l2.xlsx," und "Grade Crossings - 2012.xlsx " 'fhe IRR has no railroad/railroad 

grade cro.ssings."* 

Consisieni with the AEP Texas decision, IPA's engineers huve nol 

included the cost for crossing protection, such us gales, fiashers, and related signal 

'*" 'fherc is one grudc-separulcd railruad crussing on the Sharp Subdivision, 
'flic line being replicaled by the IRR is the senior ruilroud. Moreover, the olher 
iruck is nu longer in service, 'fhus. IPA hus not included any cosis I'or this 
overhead railroad bridge. 
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elements such as crossing predictor huts because the lines being replicaled predale 

the roads in lhc area, nnd such signal upgrades as mny be done nt a later date are 

generally funded through slate and federal contributions. See AEP Texas, slip op. 

at 103 " 

Grade sepurulcd crossing costs are discussed in Part lll-F-5 above. 

9. Mobilization 

Consisieni wilh the Xcel I and WFA I decisions, which bolh involved 

relatively smull SARRs in lurgcly rurul areas, IPA's engineers have added a 3.5% 

mobilizaiion factor for all ilcms where mobilization is not already included in the 

contractor's bid or wherc iransportntion cosls ure already included, such as track 

materials. See WFA I, slip op. al 132; Xcel 1,1 S.T B. at 696. 

10. Engineering 

In Xcel I, the Board advised that, in that ease and future SAC cases, 

a 10 percent eslimuic for ull engineering cost components would be used. Id, 1 

S.'f.B. al 697. 'fhe Board followed ils precedcni in Otter Tad, slip op. at D-41. 

AEP Texas, slip up. ut 104, WFA I, slip op. al 132, and AEPCO 2011, slip op. ul 

132 Thus, IPA's engineers huve used u 10 perceni additive herc to coverall 

engineering, construction management, and resident inspection cosis, as well as 

olher items such us soil testing. 

" IPA's signuls expert, Mr. Gruppone, did include lhc unit cosls und 
quanliiies I'or such sysiems as jsart of his analysis oflhc IRR's signaling 
lequiremcnis 
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11. Contingencies 

Consistent wiih prior Board decisions in olher SAC cases,"* IPA's 

engineering experts have used a 10 percent contingency factor und upplicd il to the 

construction sublotui excluding lund. See c-workpaper "lll-F 'fotal - 201 l.xisx." 

12. Other 

a. Construdion Time Period 

'fhc construction lime period I'or the IRR is based on a 30 month 

construction schedule, which is morc ihan ample given the size and complexity of 

lhc facilities lo be built, 'fhe work begins wiih the slurt of surveying and aerial 

mapping operations A three-month period is allocated to obtain sufilcienl 

infoimation to allow preliminary planning and engiiiccring design to begin. 

Design ofthe raihoad and uppurienunccs requires a ten-month period including 

the ihree-monlh sluri-up/survcyiiig period. 

Lund ncquisilion takes approximately seven months lo complete, ll 

commences five months after project initiation, 'fesl borings ure limed to coincide 

with lund acquisition so sufficient test borings can be made during the design 

process. 

'* See AEPCO 201L slip op. al 133; WFA /, slip op. at 132-33; AEP Texas, 
slip op. al 104-05; Xcel 1.1 S.'f.B. ul 698 (parties agreed to a 10 pcrceni 
contingency). TMPA, 6 S.'f.B. ul 746-47; West Texas Utilities. I S.'f.B. al 710; 
/1/^S, 2 S.'f.B. at 402. 
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By the eighth month, grading oflhe Lynndyl Subdivision begins, 

and, as explained ubove, the Lynndyl Subdivision is to be completed first in order 

to aid in moving ballast 

In general, the construction work hus been planned by subdivision, 

'fhc wuik has been siruclurcd su that ull siie work und bridges can be completed 

pnor 10 installation of truck und signals, 'fotal design and construction time I'or 

this projeci is 26 months wiih four monihs available nl the end of construction I'or 

fintil operational icsling 'fhus u 30-nionlh overall construction period has been 

provided. 

'fhc IRR construction project will be divided inlo two truck 

puckuges. eight grading packnges, 22 bridge packages, and three building 

packages. See e-workpaper "Construction Schedule xls." 

Finally, material prices have been obtained I'or most track malcriuls 

delivered lo railheads. Because oflhe numerous road access poinis along the 

lines, and iniersiaie and larger state roads paralleling most oflhc line segments, 

malcriuls that cannot be shipped by ruil have been priced with shipping by iruck 

(e.g., subballast is delivered by truck), 'fhe Ohio'fiack proposal lo install the rail 

malerials includes moving those malerials from the various rail heads lo where 

they are required along the line. 
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IIL G. DISCOUNTED CASH FLOW ANALYSIS 

'fhe Board's SAC constraint rests on the premise that a captive 

shipper should pay no more than the minimum necessary to receive service from a 

leusi-cosl, most-efficient replacement for the incumbent railroad and, in particular, 

the shipper should not bear the cost of any facilities or services from which il 

derives no benefit WFA I, slip op. at 7; Coal Rate Guidelines, 1 I C.C.2d al 523-

24.' The SAC constraint is derived from and constitutes an application oflhe 

theory of contestable markets. 

In the Board's contestable market siruclure, the threat of entry by the 

hypothetical stand-alone entity, lypically, as herc, a stand-alone railroad 

("SARR"), constrains the rales oflhe incumbcni 'fhe SARR, which faces no 

barriers lo entry or exit, hus an inccniive to enter the incumbcni's market ifil cnn 

sustain itself by charging a rale below thut oflhe incumbent 'fhe presence of that 

incentive demonsiruies that ihe challenged rates urc causing the shipper to 

subsidize ihe defendant, meaning thnt the shipper is contributing to (subsidizing) 

the cosl of services that it does nol use. 

SAC thus provides a regulalory ceiling on rales where a carrier has 

market dominance, and ifthc incumbcni's rates exceed those that would be 

charged by the SARR (the IRR in this case), ihen the existing rutes ure 

unreusonable. As the Board summarized in AEPCO 2011: 

' 'fhe evidence in Part III-G is sponsored by IPA Wiinesses lliomas D. 
Crowley and Daniel L. Fapp. 



A SAC analysis seeks lo determine wheiher a 
compluinanl is bearing the cost of any inefficiencies or 
the cosl of any fucililies or services from which il 
derives no benefil; il does this by simulating the 
competitive rate that would exist in a "contestable 
market" A contestable market is defined as one that is 
free from barriers to cnUy 'fhe economic theory of 
contestable niarkcts docs nol depend on a large 
number of compeiing firms in the marketplace to 
ensure a competitive outcome. Id. at 528. In a 
contestable market, even a monopolist must offer 
competitive rules or lose us customers lo a new 
entrant. Id. In other words, conlcsiable markets have 
compeiilive characteristics that preclude monopoly 
pricing. 

'fo simulate the competitive price that would 
result if the markei for rail service werc contestable, 
the cosls and other limilaiions a.ssociaicd wilh entry 
barriers must be omitted from the SAC analysis. Coal 
Rate Guidelines, Nationwide, 1 l.C.C.2d at 529. 'fhis 
removes any advantages the existing railroad would 
have over a new cnirani that create the existing 
railroad's monopoly power. A SARR that could serve 
the tral'fic at issue if the ruil industry were free of entry 
barriers is therefore hypothesized. Under the SAC 
constraint, the rale at issue cannot be higher than what 
the SARR would need to charge to serve the 
complaining shipper while fully covering all ofits 
cosls, including a reasonable return on inveslmenl. 
'fhis analysis produces a simulated competitive rate 
nguinsl which we judge die challenged rate Id. al 542. 

AEPCO 2011, sWp op. iM 4. 

Since the function ofa SAC anulysis is to identify the cost 

associated with providing niost-efficicnl, least-cost service to the captive shipper, 

it follows that the SAC test should be applied in a manner that refiects rulionul 

economic behnvior by the SARR. In purlicular, the SARR should pay no more 
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than is necessary for ils inputs. Moreover, while the IRR is considered to be a 

substitute or replaeement for UP lo the extent oflhc scope oflhe IRR's planned 

services, SAC does nol require that the IRR replicate the UP system, operations, 

policies, or practices in their enlircly or even any single respect. As the Board's 

predecessor eslnblished in Coal Rale Guidelines, the design oflhe sinnd-alone 

sysiem and the irafilc il carries are chosen lo achieve the goals of maximizing 

revenues and minimizing service costs to the shipper, regardless oflhe actual 

circumstances of the incumbent railroad. Coal Rate Guidelines, 1 i.C C.2d al543-

44. file IRR musi thus be considered a repluccnient for the relevant portions of 

the UP sysicin, not a rival thai is subject lo retaliation from the incumbenis, and il 

must be alTorded the ficxibiliiy to configure ils system and service scope in a 

manner thnt maximizes efficiency nnd cosl effectiveness See, e g.. Bituminous 

Coal - Hiawatha, Utah to Moapa, Nevada, 10 I.C.C.2d 259, 280-81 (1994) 

(Chairman McDonald, commenting) ("Nevada Power IP'). 

'fhcsc core principles guide ihe IRR's traffic group, design, 

configuration, and planned operation, as detailed in ihe previous Parts ofthis 

Narrative 'fhcy also guide ihc proper treatment of infiation, taxes, and capital 

cost recovery, as addressed next 

1. Cost of Capital 

Calculation oflhc capital recovery charge I'or the IRR necessarily 

refiects the IRR's assumed cosl of capital ("COG") Past cases have consistently 

utilized the general (Class I) railroad industry's average costs of common equity 
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("COE"), debt capital, and preferred equity capitui (ifuny), und their perceniuge 

mix within the capital structure for the industry, as determined by the Board in ils 

unnual cosl of capital proceedings, in calculating the COC elements for the SARR 

over the relevani construction period (May, 2010 ihrough October, 2012 in this 

cuse) and operating period (November 2,2012-November 1,2022 in this case). 

See WFA /, slip op. at 135, Duke/NS, 1 S.T.B at 123; Carolina P&L, 1 S.T.B. at 

261-62; Duke Energy Corp v. Norfolk Southern Ry, 1 S.T.B. 862, 878-79 (2004). 

IPA has utilized this standard Board approach here. 

The IRR's cosl of debt ("COD") and preferred equity^ during the 10-

year DCF period is assumed lo equal the weighted average railroad industry cost 

of debt or preferred equity over the IRR's construction period, weighted by the 

IRR's investment by construction year. The COE during the construction period 

is based upon the Board's unnual COE during each applicuble year oflhc 

consiruction period. If, as is the ease here, the SARR consiruction period includes 

a year for which lhc STB has not yet determined the COE, the latest railroad 

industry COE is used as a surrogate In this instance, since the S'fB has nol yet 

determined a 2012 COE, the 2011 COE is used as a surrogate for 2012. 'fhe 

IRR's capital structure refiects the indusiry average during each year oflhe 

^ In fact, the railroad industry has no preferred equity over the relevant 
ycnrs, nnd ihus the IRR ulso hus no preferred equity in its capital siruclure 
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construction period, is also weighted by the IRR's inveslmenl by construction 

year, and is thus effectively frozen as oflhe end oflhe conslmction period.̂  

'fhc COE for the IRR during each operaiing year refiects the COE 

for the railroad industry us determined by the Bourd, if that value has been 

determined. When the value has nol been determined (which is presenlly the case 

for all years oflhe IRR's operation, 2013-2022). Uie simple average oflhe COE 

values for the years during the consiruction period is utilized, which means 2010-

2012 in the present circumstances 

IPA has followed the Board's approach in developing capiial cosls. 

See AEPCO 2011, slip op. at 135-38. This includes the exclusion of common 

equity fioialion cosls, which as explained by the S'fB in AEPCO 2011, are already 

included in the Board's COC coniputution. 

2. Inflation Indices 

The prices of goods and services used by the IRR will chunge over 

the 10-ycar DCF period.'' It is therefore necessary to forecast rales of infiation for 

application to lhc capital assets and operaiing expenses over the timeline covered 

by the SAC analysis; i.e November 2,2012 ihrough November 1,2022 The lime 

path of capital recovery charges for the IRR likewise must maintain the rcul 

purchasing power of those charges. 

^ As with the COE, the Board has nol yet developed a 2012 indusiry capital 
structure so the 2011 capital structure is used as a surrogate as well 

*' 'fhe overall change is likely to be an increase, but therc is a possibility of 
defialion, especially for a portion ofthe period. 
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'fhe annual infiation forecast that is used to calculate the vulue oflhe 

IRR's road properly nsscis is bused on actual railroad chargcout prices and wage 

rate indexes calculated by the AAR for malerials and supplies, wage rules und 

supplements, and materials prices, wage rales, and supplements combined 

(excluding fuel) ("MWSExFucI") for western railroads, and lhc current Globul 

Insight September 2012 forecust for rail labor and rail matenals and supplies.̂  

Board precedent endorses this approach See AEP Texas, slip op. at 109; 

Duke/NS, 1 S.T.B. al 123; Carolina P&L, 1 S.'f.B. al 261. For land assets, the 

unnual forecasl infiation rule is bused upon indices that refiect rural land prices on 

lhc IRR system routes.'* Rural land indexes were developed from historic rural 

land values reported by the U.S. Departmeni of Agriculture ^ 'fhis is consistent 

with prior cases us well See. e.g., Duke/NS, 1 S.T.B. ai 123; Carolina P&L, 1 

* Global Insight does nol develop a forecast oflhc AAR's MWSExĴ uel 
index. IPA therefore uses a proxy that weights Globul Insight's materials and 
supplies and lubor rate index forecasts, which the Board has relied upon for 
purposes of execution oflhc DCF model. 

^̂  'fhe IRR does not iraversc any urban ureas. 

' 5ee e-workpapcr "IRR Land Infialion.xlsx." 'fhe S'fB determined in its 
AEPCO 2011 decision that il is preferable lo use a longer rather than a shorter 
period of historic data when forecasting fulurc ccononiic trends, such as an 
infiation rale for land values, 'fhe S'fB cited to ils use of historical averages of 
morc than 80-years in developing railroad cost of equity estimates. Given the 
S'fB's clear preference for longer historical uverages, und the use of averages 
dating from the late I920's lo 1930 to culculute the IRR's cosl of equity, IPA 
developed the hisloric average annual and quarterly percentage change in mral 
land values between 1930 and 2012 for the state of Ulah, and used these hisloric 
averages to forecasl future changes in rurul lund vulucs. 
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S.T B. al 261. 'fhis collection of forecasts and their applicution is shown on 

Exhibit lll-H-l. 

In Major Is.wes, the Board adopted a convention for the indexing of 

operaiing expenses I'or a SARR under which expenses for lhc first year would 

adjusi based on 100% ofthe change in the RCAF-U; expenses for the second year 

would adjust based on 95% oflhe change in the RCAF-U and 5% oflhc change in 

the RCAF-A, and each succeeding year oflhe DCF period would use a mix 

rencciing increasing shares of the RCAF-A in 5% increments. Id., slip op. al 40. 

IPA npplics the Board's method to the indexing of operaiing expenses for the IRR. 

IPA's model uses actual RCAF-U and RCAF-A indexes through 4Q 2012, the 

latest quarter available, und applies Global Insight's Sepiember 2012 RCAF-U and 

RCAF-A forecasted indexes thcrcuficr. IPA reserves the right to supplement this 

data on rebuttal. 

3. Tax Liability 

Federal taxes for the IRR urc cnlculaicd on the assumption that it 

pays taxes ai the 35% corporate rale, with all payments for debi interest, stale 

income laxcs and depreciniion expenses treated as reductions in taxable income 

See FMC, 4 S.'f.B. al 847-48. Consistent with Board precedent, inlerest expense 

is calculated over a 20-ycar period. Depreciation expenses for tax purposes use 

accouniing lives from the Modified Accelerated Cosl Recovery Sysiem 

" Under the Board's hybrid approach, operating expenses for the tenlh and 
final year oflhc DCF period would be determined using an index comprised of 
55% oflhc change in the RCAF-U, and 45% oflhe change in the RCAF-A 
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("MACRS'') wilh investments placed in service in the first quarter using a mid-

quarter convention. In addilion, as described in Part Ill-H-l-f, the IRR culculutcd 

bonus depreciation available under 2010 to 2013 lax laws. 

The IRR also must account for nny income tax liability accruing in 

Ulah. As detailed in Exhibit 111-1-1-1, the state lax rate applicable lo the IRR is 

5.0%. 

4. Capital Cost Recovery 

'fhe Board's DCF methodology uses economic depreciation lo 

calcululc the capital recovery cosl oflhc IRR's property. Economic depreciation 

efi'cctively represents an asset's loss of earning power as it approaches the end of 

us life und/or ils rcplacemeni date. As a result o^Major I.ssues, a 10-year analysis 

period is used lo benchmark the IRR's asset value. However, the IRR's 

investments would nol be retired at the end oflhc 10-ycar DCF period, und il is 

instead assumed that IRR will make continuing inveslmenis to enable il to operate, 

hypolhetically, in perpetuity. IPA's caleulalion of SAC in lll-H-l thus accounts 

for the cosis associated wilh the renewed inveslmenis in and conlinucd operation 

oflhe IRR ufier 2022, using the approach approved by the Board in previous 

cases. 5ee, e g., AEP Texas, slip op. al 105-06. 

Beginning wilh FMC, the Board requires an equal capital carrying 

charge in real tcnns in euch year oflhc DCF period, rcgardless of changes in ihe 

SARR's volume. Accordingly, annual changes in volumes, rales, and associated 

revenues produce changes in the SAC results and the measure of SAC relief See 
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WFA I, slip op. at 134-35. IPA's eompulnlioiis oflhe pattern of capital recovery 

apply this approach. 5ee Exhibii III-H-1. 

Finally, IPA has incorporated lhc adjustment lo the terminal value of 

the SARR ihai the Board addrcsscd in its AEPCO 2011 decision. Id., slip op. al 

140-41. In addition, as explained in Part lll-H-l al pages III-H-8-I0, IPA has 

identified and corrected anolher issue with the DCF model's terminal value 

calculation. 
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111. H. RESULTS OF SAC ANALYSIS 

1. Results of SAC DCF Analysis 

The results oflhe SAC DCF unulysis conducted by IPA are shown in 

Exhibit lll-H-l. The calculations shown in each table of Exhibii lIl-H-1 arc 

summarized below.' 

a. Cost of Capital 

'fhe cost of capital for the IRR refiecis the Board's annual cost of 

cupitul determinulions for 2010 nnd 2011. 'fhe weigliied average oflhc available 

years' capital costs is u.scd ihrough the remaining years oflhc DCF model. 

b. Road Pronertv Investment Values 

'fhe calculation of road property inveslmenl cosls is summarized in 

Table C of Exhibit III-H-1. 

c. Interest During Construction 

Inieresi During Construction ("IDC) accrues on the roud property 

ussets ofthe IRR 'fable D of Exhibii III-H-1 shows the total IDC amount and the 

portion that is debi-rcluied. IDC is calculated bused on the investment values in 

Table C, the composite cost of capital by year from 'fable A, and the assumed 

length ofthe finance period for each accounl. 'fhe consiruction schedule 

described in Part lll-F-12 is used us the busis for the lengih oflhe llnuncc period 

for the DCF model, 'fhe portion of IDC that is debt-related is calculated by 

' IPA addresses the cost of capital ('fable A) and infiation indices ('fable B) 
in Part III-G. 

Ill-H-I 



multiplying the investment by the length oflhc finance period, the IRR's debt 

percentage, and the annuul cosl of debt for the yeur of investment Debl-rclaicd 

IDC is shown as an interest deduction for lax purposes during the constmclion 

period. 

d. Interest On Debt Capital 

Parties in prior SAC proceedings have assumed that the hypothetical 

SARR's debt capital would mirror the debt issued by the U.S. Class I railroads 

included in the Board's annual cosl of capital determination. See West Texas 

Utilities. I S.'f.B. at 712. While lhc parties had incorporated the cosl ofthe 

railroad indusiry debt reficcied in the Board's annual determination, they 

implicitly deviated from the lype of debt the railroad industry utilized in ils capital 

siruclure. Bolh shippers and railroads assumed that the SARR would issue debt 

structured similar to a lypical home mortgage loan, e g , the SARR would make 

quarterly paymenis that conlained a pnncipal repayment component and an 

interest component Over lime as the debt was amortized, the intcresi component 

portion ofthe paymeni declined as larger amounls oflhe principal were repaid 

until, after 20 years, the debt was assumed to be completely repaid. 

While such a payment slreum is consistent wiih a typical home 

mortgngc, it is contradictory lo the payment .schemes oflhe vast majority of 

railroad industry debt Railroad companies, like olher lurge corporations, do not 

customarily make periodic payments that contain constantly changing principal 
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and interest componenis, but rather make coupon payments, on the debt consisting 

of fixed interest payments, 'fhe AAR's filing in the 2011 cosl of capitui 

determination shows that 92 perceni of railroad industry debt consists of corporate 

bonds, notes and debentures that incorporate such periodic coupon payments.^ 

If Board precedent assumes that the SARR's cost of debt should 

mirror the railroad industr)' cost of debt, the SARR debt should also mirror the 

composition of that debt and how ihe interest and principal is relumed to the debt 

holders, 'fo that end, insiead of amortizing the debt in a mortgage-style approach 

over a 20-)'eur schedule, IPA hus developed the quarterly coupon paymenis 

associated with the SARR's debt as depicted in 'fable E of Exhibit llI-H-l.^ The 

quarterly inieresi payment is developed by multiplying the fourth-root ofthe 

appropriate 'fable A cosl of debt by the sum oflhe lotal investment and IDC for 

lhc year. Consistent with Major Issues and previous Board decisions, the debi for 

road property investment is assumed lo be financed over 20 years, 'fhe amouni of 

inieresi is deducted from taxable income for federal and stnte income lax purposes. 

^ See the Verified Slatemenl of John T. Gray in Ex Parte No. 558 (Sub No 
15), Railroad Cosl of Capital - 2011, submitied April 20, 2012 al page 19 und 
Appendix A, which discuss the pricing of bonds bused in purl on their coupon 
payments and shows the coupon payments for the railroads' long-lcrm notes und 
debentures. Mr. Gray submitted venfied slulements in the 2008, 2009 and 2010 
Railroad Cost of Capital proceedings that show that the debt issued by the 
railroads in those years also primarily consisted of notes and debentures wiih 
coupon provisions. 

^ Most railroad companies pay inlerest semi-annually, but to remain 
consistent with the structure ofthe Board's DCF model, IPA has assumed the 
SARR will make coupon paymenis un a quarterly basis. 
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e. Present Value of Replacement Co.st 

'fable F uf Exhibii llI-H-1 shows the additional investment (on a 

present vnluc busis) required to make each ofthe IRR's assets (excluding land) 

continue indefinitely at the end ofits useful life 'fhc 2010-2011 average cosl of 

capital values are used lo calculate replacement vulue for road property assets, 

'fhis calculated investment is added to the iniiial investment in 'fable 1 prior lo 

determining the quarterly cash fiows.** 

f. Tax Depreciation Schedules 

'fable G of Exhibit lll-H-l displays the tax depreciation allowed 

under the Federal 'fax Code as currcntly in effect.̂  Depreciation was calculated 

assuming a mid-quarter convention, wilh assets placed in service in the first 

quarter. Inveslmenis in communications (Account 26), signals and inlerlockers 

(Account 27), and the track accounts (Accounts 8-12) wcrc depreciated over seven 

ycurs employing u 200 pcrceni declining balance methodology, then switching lo 

straight-line depreciation when the straight line percentage exceeds lhc declining 

balance percentage. Investments in bridges and culverts (Accounl 6), public 

improvements (Accounl 39), fences und roadway signs (Account 13), station and 

'' Consistent with the culculntion oflhc inlcrcst on debt discussed above, 
debt used lo acquire replacement assets is assumed to make periodic coupon 
payments. 

The mandatory method for depreciating most tangible property placed in 
service atlcr December 31,1986 is MACRS. In addilion, Engineering Cosis have 
been amortized uver a 60-monlh period, starling wilh lhc month in which the 
business begins. 
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office buildings (Account 16), roadway buildings (Accounl 17), and shops nnd 

engine houses (Accounl 20) werc dcpreeialed over 15 years using a 150 percent 

declining balance method, and then switching lo straight-line depreciation nt the 

point when the straight line percentage exceeds the declining balance percentage. 

Investments in grading (Accounl 3) and tunnels (Account 5) were amortized over 

50 years using straight-line amortization. Investments in engineering (Accounl 1) 

were amortized over five (5) years using straight-line amortization These reficct 

the MACRS schedules and assci lives used and accepted by the Board in prior 

SAC proceedings. 

The IRR will lake advantage of addilional or "bonus" depreciation 

provisions enacted in 2010 as part of federal economic stimulus legislation. The 

Economic Stimulus Act of 2008 ("Stimulus Act") provided bonus depreciation on 

capital investments with MACRS recovery periods of 20 years or less.** The 

American Reinvestment and Recovery Act ("ARRA'') extended this bonus 

depreciation into 2009, while the Small Business Jobs Act ("SBJA") did so 

through Sepiember 2010. 

Additionally, the'fax Relief, Unemployment Insurance 

Reauthorization and Job Creation Act of 2010 ("2010 'fax Relief Aci'") provides 

100 percent depreciation bonus for capiial investments placed in service after 

September 8, 2010 Ihrough December 31, 2011. For equipmeni placed in 5er\'iee 

^ UP took advantage ofthe Stimulus Aci's bonus depreciation provision in 
2008, 2009 and 2010 tu defer significani taxes to later years. See UP's 2010 SEC 
Form 10-K at 69. 
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after December 31, 2011 and through December 31, 2012, the bill provides for 50 

pcrceni depreciation bonus. Under the Stimulus Act, ARRA, the SBJA, and the 

2010 'fax Relief Act qualilying invcstiiicnls are allowed a 50 perceni depreciation 

bonus in the year that they are placed into service Tax depreciation for the 

remaining 50 percent oflhe cost, or llie remaining cosl basis, is calculated using 

the standard MACRS schedules.^ Because the DCF model assumes thai the IRR's 

assets arc placed inlo service in the first year oflhc 10-year DCF period, which in 

Ihis cuse is November 2, 2012 through November 1, 2013, the IRR's investment 

quulifics for lhc bonus depreciation.^ 'fable G of Exhibii III-H-l displays the 

amount of bonus depreciation uvuilubic lo the IRR in 2012 through 2022. 

g. Average Annual Inflation in Asset Prices 

'fable 11 of Exhibii III-H-1 computes the average annual infiation 

rate by which the capital recovery charge in 'fable I is indexed. The weighted 

average infiation rale wus used becuuse 'fable i-l calculates the required capital 

recovery necessary lo relurn the investment All roud property and equipment 

accounts are indexed at lhc quarterly rales shown in Tabic B of Exhibii lll-H-l 

^ For example, a SI million asset with a five year MACRS life would 
accmc $500,000 in bonus depreciniion in year I (SI million x 50 perceni bonus 
factor), plus $100,000 in standard MACRS depreciation ($500,000 remaining cosl 
basis x 20% Year 1 MACRS factor fur a 5-year asset) for a total of $600,000 in 
first year depreciation. See hllp://www.deprecialionbonus.org/ for a description 
and example of bonus depreciation under the Stimulus Act and ARRA. 

'fhe IRR begins calculating depreciation on all assets in the first year of 
railroad operations, 'fhis is consistent with the fact that no depreciation churges 
ure incurred during the 30-iiionth construction and testing period. 

lll-H-6 

http://www.deprecialionbonus.org/


'fhc weighted average infiation rales are based on the infiation indexes discussed 

in Part III-G. 

h. Discounted Cash Flow 

Tabic I of Exhibii lll-H-l shows the calculation ofthe capital 

carrying charge and associated fiow of funds required to recover the lotal road 

properly investment nnd equipment investment Inputs to this spreadsheet were 

taken from the 'fables described supra, 'fable I calculates the quarterly capital 

carrying charge required over the 40 quarters oflhe DCF period, after 

consideruiion oflhe applicuble lux liubilily. 

'fhe lolnl start-up investment is comprised ofthe road property and 

equipmeni investment shown in Tabic C, the road property IDC calculated in 

Table D, and lhc present value of replacement investment calculaicd in Table F.** 

The result equals ihe total investment to be recovered over the life oflhe IRR from 

the quarterly capital recovery stream, 'fhc quarterly capital recovery stream 

refiects the tax benefits associated with inieresi on the inveslmenl financed wilh 

debt from Table E und the asset lax depreciation from Tabic G. 

The cash fiow shown in Column (8) of'fable 1 is the amount 

remaining each quarter after the payment of federal and state lax liabilities, 'fhis 

cash fiow is used for paymeni of retum on total investment in the IRR For rond 

properly invcsliiient included in lhc DCF, this quarterly figure is then discounied 

^ In addilion, capitalized rail grinding muinlenanee of way expenses are 
included in the discounted cash fiow calculation. 
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by the fourth root oflhe composite annual cost of capital from 'fable A. 'fhe 

present value cash fiow is then summed for each quarter along with the future cash 

fiow; the total equals the total cosl that must be recovered. The future cash flow is 

the residual value ofthe IRR's unconsunied assets, unamortized debt and 

remaining lax liabilities (remaining interest and depreciation), and serves to reficct 

the cash fiow required lo accounl for the value oflhe assets not consumed during 

the 10-year life oflhe DCF model. Prior to the STB's decision in AEPCO 2011, 

unused depreciation wus accounted for in the terminal value calculation on un 

undiscounted basis. However, the S'fB modified its approach in AEPCO 2011 lo 

calculate the present vulue of unused depreciniion in the terminal vulue 

calculation.'^ 

IPA has included the S'fB's modified lerminal value approach in ils 

DCF model, but in doing so, has identified an additional fiaw in the STB's model, 

'fhe S'fB's DCF model explicitly assumes that the SARR's capital structure will 

remain constant into perpetuity." 'fhis means that the umounts of common equity 

and debt carried on the assumed SARR's financial statements will remain the 

same forever. However, the STB's DCF model assumes that after year 20, and 

'° See AEPCO 2011, slip op. at 140-41. 

" The cost of capital used to calculate ihe terminal value in the DCF model 
equals the simple average cost of capital from the first year oflhe SARR's 
construction to the most recent cosl of capital issued by the STB. It also refiecis 
the uverage railroad indusiry capital slmcturc over the same period. Between 
2010 and 2011, debt as a percentage of railroad indusiry cupitul ranged from 20.8 
to 23.4 percent 
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until the first assets are replaced in the replacement level ofthe DCF model, the 

railroad has no debt and no tax shielding interest paymenis. Stated differently, the 

model assumes, from a tax paynieni perspective, that the railroad is 100 perceni 

equity financed after year 20 and before its first rcpluccmcni cycle. This creates 

an irreconcilable mismaich between the SARR's cost of capital and ils cash fiows. 

'fhc cosl of cupitul assumes that die SARR is carrying debt, and its associated lax 

shielding intercsi payments, but the cash fiows rcfiect no benefits from ihe inieresi 

tax .shields. 

'fo correci for this fiaw, IPA adjusted the terminal value in ihe 

capital carrying charges to refiect the cosl of capital assumption that the SARJ '̂s 

level of debt is held constant into perpetuity, und that inlerest tax shields consistent 

with this level of debt arc accounted for in the cash fiow calculation. Specifically, 

IPA calculated an interest tux shield perpetuity by dividing the last full quarterly 

coupon payment by one plus the quarterly rcal cost of capital.'^ 'fhis calculation 

aligns the cosl of capital assumption ofa fixed level of debt forever, with the 

interest payable on this debt.'̂  

'fhis change nol only corrects for a fiaw in the S'fB's DCF model, 

but also aligns the SARR wilh how the real world railroads operate 'fhc railroads 

'̂  This is the same lype of calculation used to develop the terminal capital 
carrying charge. 

'̂  In order to avoid double counting the impact oflhc inlerest lax shields, 
IPA has adjusted the asset replacement caleuluiions to remove the impact oflhe 
inicrest tax shields on replacement assets. 
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arc constantly issuing new debt as older debt issuances mature, or the railroads call 

the debt before ils maturity. Since the last round of mergers in the mid-1990's, the 

amount of railroad industry debt as measured by the four major railroads included 

in Ihe STB's cost of capital calculations (UP, BNSF, CSX'f and NS) has remained 

fairly consisieni over time As shown in IPA's workpapers, the amount of railroad 

indusiry debt between 1998 and 2009 remained at around $30 billion in 

aggregate.''' It is generally agreed in the financial community that borrowing can 

add value to a finn because oflhc lax shielding impact of interest payments. 

Under lhc S'fB's curreni DCF model assumptions, the value ihis debt adds from 

the interest tux shields is unaccounted for in all periods in the cash fiow 

projections, but is accounted for in the cosl of capital. The change made by IPA 

corrects this fiaw. 

'fhe development oflhc quarterly Icvelizcd capital carr)'ing charge 

requirement is a rclutivcly simple calculation, i.e., starting capital carrying charge 

requirement times the quarterly index fnclor from 'fable I-l, which will recover 

lolal investment during the 10-year DCF model period. The starling capital 

carrying charge requirement which recovers the lolal investment is developed 

'** 'fhe amount of debt curried by the railroads increased beginning in 1996 
as the railroads look on debi to finance their last round of mergers (̂ ee c-
workpapcr "Railroad Debtxlsx") 

'̂  See, e.g., Brcaley, R. A., Myers, S C, and Allen, F , "Principles of 
Corporate Finnnce, Eighth Edition," McGraw-Hill Irwin, 2006. at page 476 (see c-
workpaper "Brealey, Myers and Allen.pdf') ("most financial managers believe 
thai there is a moderate tax advantage to corporate borrowing, at least for 
companies that nre reasonably sure they can use the corporate lax shields"). 
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through an iterative process. The DCF model begins wilh a specified amount and 

then runs ihrough the calculation described above lo develop the cumulative 

present value oflhe cash fiow. Ifthis cumulative number does not equal the total 

cosls lo be recovered from the quarterly revenue fiow (start-up inveslmenl plus the 

prescni value oflhe replaccmeni investment), ihe starting cost is adjusted upward 

or downward as neccssury and the DCF model runs ihrough the calculations again. 

The process is repealed until the starting quarterly charge yields a cumulative 

present value cash fiow which equals the required inveslmenl to be recovered from 

the quarterly capital recovery fiow. 

i. Computation of Tax Liability-Taxable Income 

Table J, Part 1 of Exhibit lll-H-l displays the calculation ofthe 

IRR's federal tax liability. The procedures followed to develop the federal tax 

liability ure discussed in Part 111-G. 'fable J, Part 2 shows the calculation ofthe 

IRR's state income tux liability. 

j . Operating Expenses 

'fable K ofthe DCF model displays the operating expenses incurred 

in each year oflhc DCF period based on ihe trafilc levels described in Part Ill-A. 

In previous cases involving application oflhe SAC lest, annual operating expenses 

that change with the level of trafilc volumes tended to be adjusted annually by the 

change in the net tons transported by the SARR. However, this approach 

implicitly assumes a static mix of Iraffic and origin-destination pairs over the DCF 

model period, which in many cases would nol refiect the actual changes in the 
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SARR's traffic. A belter upprouch is to adjust this group of costs by lhc annual 

change in ton-miles, which takes inlo consideration the shifting nature ofa 

SARR's traffic.*^ In this cnse, IPA hus adjusted train and engine personnel 

expenses, locomotive related expenses, railcar lease costs, and loss und damage 

expenses annually by the change in IRR net ton-miles. Tnble K stales die annual 

operating costs on u quarterly basis, and indexes Ihem to rcfieci inllation over the 

10-year analysis period based on the infiation rutes shown in Tnble B. 

k. Summary of SAC 

Total SAC for the IRR bused on investment and operating cosls is 

summarized in 'fuble L of Exhibii lll-H-l 'fhe capital requirement from 'fable I 

und the annual operating expenses from 'fuble K arc presented and summed in 

'fable L for each year oflhe IRR's operation. 

'** For example, assume that in Year 1 oflhe 10-year period Movemenl A 
transports 1,000 tons of product over 1,000 miles oflhe SARR, producing 1 
million nel ton-miles of irafilc. In Year 2, Movement A is forecasted lo be 
discontinued, but is replaced in the SARR traffic group by Movemenl B. 
Movemenl B also transports 1,000 tons of product, but only moves over 100 miles 
ofthe SARR, producing 100,000 net ton-miles. Movement B will be less 
expensive than Movemenl A, given lhc lower aggregate costs associated wilh a 
shorter movement and the 90 percent reduciion in net ton-miles. However, under 
the methodology used in prior SAC cases wherein certain operating cosls were 
adjusted solely based on changes in total tons, the unnuul operaiing costs would 
remain unchanged (before accouniing for the change in the wage and price levels) 
when Movemenl B replaces Movement A. Adjusting costs by the change in ion-
miles instead oflhe change in tons refiecis the shifting nalure ofthe SARR's 
Irafilc mix and ils ucluul impncl on the SARR's operating costs. 
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2. Maximum Rate Calculations 

'fhe SAC unalysis summari/ed in Purls Ill-A ihrough lll-G and the 

acconipaiiying Exhibits, and displayed in Exhibii lll-H-l and Exhibit llI-H-l 

(Allcmalivc), demonstrates that over the 10-ycar DCF period the revenues 

generated by the IRR exceed ils total capital and operating costs under either 

approach to the culculation of ATC divisions. " 'fhc two versions of Table lll-H-l 

below show the measure of excess revenue over SAC in ench year oflhe DCF 

period for this case. 

" As noted in Part 1 and Part IIl-A ofthis Opening Evidence, IPA hus 
calculated revenues using the Board's Modified A'fC methodology and IPA 
respectfully submiis that the Board should continue to rely upon that methodology. 
Nevertheless, IPA also has calculated cross-over iraffic revenues using the 
"Allcmalivc" A'fC mclhodology that the Bourd described in Ex Parte No 715. 
IPA's calculations of revenues and maximum rales using this alternative 
assumption are set forth in Exhibits Ill-H-1 (Aliemaiive) and 1I1-H-2 (Aliemaiive) 
respectively. 
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Year 
(1) 

2012" 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 

2022'' 
Source: 

Summary 

Annual Sland-
Alone 

Requirement 
(2) 
$147 
$89.1 
$92.3 
$95.4 
$98.8 

$102.6 
$106.1 
$109.8 
$1140 
$116.6 
$99.7 

Exhibii llI-H-1. 

TABLE lll-H-l (Principal Case) 
r of DCF Results - Nov. 2,2012 to Nov. L 2022 1 

Sland-
Alone 

Revenues 
(3) 

S180 
$107 7 
$116.2 
$121.9 
$126.7 
$132.7 
$137.2 
$142.2 
$1509 
$155.0 
$132.6 

[$ in millions) | 

Overpayments 
or Shortfalls 

(4) 
$3.4 

$18.6 
$24.0 
$26.5 
$27.9 
$30.1 
$31.0 
$32.4 
$36.8 
$38.4 
$32.9 

PV 
Difference 

(5) 
$3.4 

$17.1 
$19.8 
$19.7 
$18.6 
$18.0 
$16.7 
$15.6 
$15.9 
$14.9 
$11.5 

" 1 1 / 2 - 12/31/12 ^1/1-11/1/2022 

Cuinulalive PV 
DilTcrencc 

(6) 
$3.4 

$20.6 
$40.4 
$60.1 
$78.7 
S96.7 

$113.4 
$129.0 
$144.9 
$159.9 
$171.3 

TABLE lll-H-l (Alternative Case) 
Summary of DCF Results-Nov. 2. 2012 to Nov. 1, 2022 

Year 
(1) 

2012" 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 

2022^ 
Source: 

Annual Stand-
Alone 

Requirement 
(2) 
$14.7 
$89.1 
$92.3 
S95.4 
$98 8 

$102.6 
$106.1 
$109.8 
$114.0 
$116.6 
$99.7 

Exhibii Ill-I-I-1( 

Stand-
Alone 

Revenues 
(3) 

$17.9 
SI 07.2 
$115.8 
$121.6 
$1264 
$132.4 
$136.9 
$141.9 
$150.7 
$154.9 
$132.4 

Aliernulive). 

S in millions) | 

Overpayments 
or Shortfalls 

(4) 
$3 2 

$18.1 
$23.6 
$26.1 
$27.6 
$29.8 
$30.7 
$32.1 
$36.7 
$38.2 
$32.7 

" 11/2-12/31/12 

PV 
Difference 

(5) 
$3.3 

$16.7 
S19.5 
$19.4 
SI 8.4 
$17.8 
$16.5 
$15.5 
$15.9 
$14.9 
$114 

-"1 /1-11/ 

Cumulative PV 
DilTcrence 

(6) 
$3.3 

$20 0 
$39.5 
$59.0 
$77.3 
$95.2 

$111.7 
$127.2 
$143.1 
SI 57.9 
$169.3 

/2022 
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Where, as in this case, stand-alone revenues arc .shown to exceed 

costs, rates for the members oflhe IRR iraffic group- including IPA in particular 

- must be adjusted lo bring revenues und SAC into equilibrium. In Major Issueŝ  

the Bourd adopted MMM as its rale prescription approach for use in proceedings 

under the Coal Rate Guidelines. See Major Issues, slip op. al 14-23 

Under MMM, maximum reasonable rates for ench year oflhe DCF 

period arc expressed as a ratio of each movemenl's stand-alone revenues lo the 

variable cost of providing the subject service over the IRR route Revenues are 

expressed as each moveiiienrs annual stand-alone revenue calculated using the 

Modified ATC methodology detailed in Part Ill-A-3 (and the Alternative ATC 

Methodology in IPA's ultcrnulive case). Revenues ure categorized based on traffic 

lypc (i.e., coal and non-coal). UP origin and deslinnlion, and IRR origin and 

deslinuiion. Vuriable cosls I'or each muveiiicnt arc calculnled using 2011 Phase III 

URCS cosls applied to the nine (9) cosl inputs identified in Major Issues.̂ ^ 

A threshold issue rclulcd to the execution of MMM in this cuse 

concerns the projection oflhc UP Phase HI URCS variable costs for each oflhe 

movemenis in the IRR iraffic group. In WFA II, lhc Bourd directed use ofthe 

RCAF-A for this purpose on the grounds that il would "properly forecast the 

defendant carrier's variable costs" to calculate the degree of differential pricing 

needed to cover lolal SAC. Id., slip op. ul 30. Morc recently, however, the Board 

'* Consisieni with Board precedent, a tenth vuriable, service type, was used 
when developing URCS unit cosls for iniermodal traffic. 
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determined that in calculating variable costs lo implement an R/VC ratio rate 

standard, the Board's standard URCS indexing approach would produce morc 

accurate results. OG&E, slip op. al 11. As it obviously would be inappropriate lo 

use two differeni indices to accomplish the same, singular purpose, IPA is relying 

on the Board's more rcceni precedent, and using ihe Board's URCS indexing 

procedure to furccast variable cosis for the MMM calculation 

'fhe STB's URCS index u.ses five indexes: the AAR's (I) Wage, (2) 

Wage Supplements, (3) Malerials and Supplies nnd (4) Fuel Indices, and (5) the 

Producer Price Index - All Commodities ("PPI"), which are weighted by actual 

railroad costs reported in Annual Report Form R-l. Globul Insight publishes 

forecnsls I'or each oflhc first four indices, und the Bourd already accepts Global 

Insight's forecasts oflhc first three for use in the DCF model. The fuel forecust is 

included in the same documentation. Likewise, EIA - whose coal production, 

transportation cosl and GDP-1PD forecasts already arc accepted by the Board -

publishes a PPI forecasl To forecast UP URCS Phase 111 variable cosls for MMM 

purposes, ihcrefore, IPA uses the S'fB's URCS index, wilh the Sepiember 2012 

Global Insight und EIA's June 2012 forecusts of ils components. Weighting 

fuciors nrc lukcn from UP's Annuul Report Form R-l daia. 

Following the calcululion ofthe specific unnuul variable cosls for 

each movement, IPA calculated each movement's muximum contribution toward 

SAC each yeur, expressed as a mark-up over the movement's variable costs. 

Under MMM, a movement cannot contribute more to SAC than the conlribution 

llM-1-16 



reficcied in the mark-up ofits current, actual or forecasted rale over variable cosl. 

For each year in the DCF period, the MMM model scis each movement's R/VC 

ratio at the lesser oflhe average R/VC ratio required to cover total SAC, or the 

niovemcnl's actual R/VC ratio, 'fhe uverage R/VC ruiio required to cover SAC 

then is iicrativcly increased until no movement in the irafilc group is assigned a 

share of SAC grcaier than ils acluni contribution over variable cosls as measured 

by its R/VC ratio, and the aggregate adjusted stand-alone revenues equal lolal 

SAC.'̂  Major Lssues, slip op. at 14 

Application of MMM yields the following maximum IWC ratios 

for each year oflhc DCF model. 

TABLE lll-H-2 (Principal Cnsc) 
MMM Results 

Year 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 

Maximum R/VC 
218.0% 
219.3% 
199.5% 
193.8% 
189.3% 
186.3% 
185.2% 
183.5% 
178 7% 
177 4% 
177.0% 

Source: Exhibit llI-H-2. | 

'̂  According lo the Board, ihis slep refiects the assumption that the rales 
charged by UP on all non-issue iraffic arc profit-maximizing rates, such thai the 
reapportionment reprcsenis "an appropriate application of demand-based 
dilTcrential pricing." Major hsues, slip op. al 14. 
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TABLE lll-H-2 (Alternative Case) 
MMM Results 

Year 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 

Maximum R/VC 
219.3% 
221.1% 
200.7% 
194.0% 
189.2% 
186.1% 
185 0% 
183.5% 
178.8% 
177.6% 
177.3% 

Source: E.\hibil III-H-2 (Alternative). 

As indicated in 'fable 111-1-1-2. the maximum R/VC ranges from 

177 0% 10 219.3% over lhc 10-yeur DCF period under IPA's Principal Ca.sc 

methodology, 'fhe maximum R/VC ranges from 177.3% lo 221.1% over the 10-

ycar DCF period under IPA's Aliernulive Case methodology. 

As applied to the unadjusted Phase 111 URCS variable cosls for the 

issue movements, the following MMM maximum reasonable rales apply lo 

shipments to IGS from the various origins al the 4Q12 wage and price levels* 
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TABLE HI-H-3 (Principal Case) 
IPA MMM Rates per Ton -4Q12 

Maximum Rcasonable Rates for Coal Movements to IGS 

1 Origin/Interchange 
1 Provo, UT 

Provo. U'f 
Provo, UT 

1 Provo, UT 

Car Type 
Gen. Svc. Hopper 
Gen Svc. Hopper 
Spec. Svc. Hopper 
Spec. Svc. Hopper 

Minimum Car 
Lading 

100 
115 
100 
115 

4012 
$4.38 
$4.08 
$4.29 
$4.01 1 

Source: "IGSMMM Ralcs.xlsx." 

TABLE lII-H-3 (Alternative Ca.sc) 
IPA MMM Rates per Ton - 4QI2 

Maximum Reasonable Rates for Coal Movements to IGS 

Origin/Interchange 
1 Provo, UT 

Provo, UT 
Provo, UT 

1 Provo, UT 

Car Type 
Gen. Svc. Hopper 
Gen. Svc. Hopper 
Spec. Svc. Hopper 
Spec. Svc. Hopper 

Minimum Car 
Lading 

100 
115 
100 
115 

4012 
$4.41 
$4.10 
$4.32 
$4.04 1 

Source: "IGSMMM Ralcs.xlsx.'' 

'fhe maximum lawftil rates for the transportation of coal from the 

origins covered by UP Tariff 4222 equal the greater of the jurisdictional threshold 

or the MMM muximum rales, 'fables IIM-l-4 compares UP rates to IPA as of 

November 2, 2012, to the jurisdictional threshold and the MMM maximum, 'fhc 

issue rales ure greater than bolh the jurisdiclional threshold and the MMM rates 

for all origins. 
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FABLE lll-H-4 (Principal Case) 
Maximum Rate Summary ror4Q12 

Origin 

November 2, 2012 
UP Rate Level 
(Including fuel 

surcharge) 

.luri.sdictional 
Threshold 

ncr Ton 
MMM Rate 

Per Ton 

Muximum 
Rate 

Per T o n " 
Provo, U'f S7.46-S7 64 $3 31-53.55 S4.0I-S4 38 S4.0l-$4.38 

"'fhc Maximum Rate Per 'fon equals the greater oflhe Jurisdiclional 'fhrcshold or MMM Rule 
per ion 

Source. Electronic workpaper "IGS MMM Ruies.xlsx " 

3. Reparations 

As described in Part i, IPA has been paying rules under UP 'fariff 

4222 in excess oflhe maximum reasonable per ton since November 2, 2012. UP 

thus owes IPA the difference beiween the rules paid and the lawful maximum 

levels in principal rcparaiions paymenis. Such principal will incrcase until UP 

complies wilh a final order ofthe Board in this proceeding. IPA is ulso entitled to 
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inlcrcst on nil principal reparations amounts, calculated from the date that the first 

unlawful charge was paid at the rate described in Part I-D-2, and otherwise in 

accordance with 49 C.F.R. § 1141.1, e/ seq. 

'fhc Board's regulations (49 C.F.R. § 1141.1, e/ seq ) provide for 

interest al the coupon equivalent of the 91-day United Slates 'frcasury bill ("'f-

Bill"), updated and compounded each calendar quarter, 'fhis rale is currently very 

low, approximately 0.90% per year, less than 1/12lh oflhe most recent (2011) 

annual railroad cosl of capital, 'fhere is a significani asymmetry in having the 

rea.sonablcness of IPA's rales adjudged under a very high cosl of capital and then 

having inieresi on IPA's reparations awarded at a much lower level. In effect, IPA 

is forced lo lend funds lo or invest capital wilh UP, but IPA receives a much lower 

return than UP's olher investors, even though IPA's inveslmenl is forced, rather 

than voluntary. This arrangement also provides UP with liiile inccniive lo set its 

rules al a reasonable level initially, that is, the worsl thai happens for UP is that UP 

receives the temporary use of capital al a nearly interest-free rate. IPA 

respectfully submiis that the Board has the discretion under the present 

circumstances lo depart from its regulations and grant IPA inieresi on rcpurations 

Ul a reasonable rate. 
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PART IV 

WITNESS QUALIFICATIONS AND VERIFICATIONS 

'fhis Part contains lhc Siaiements of Qunlificaiions ofthe wiinesses who are 

responsible for lhc Narrative portions of IPA's Opening Evidence (and the exhibits and 

workpapers referred to therein) identified wilh respect to each witness. 

1. PAUL IL REISTRUP 

Mr. Reistrup is a nationally recognized expert on rail operations und 

engineering matters. His addrcss is 8614 Brook Road, McLean, VA 22102. Mr. Reisirup 

is sponsoring IPA's evidence wiih respcci lo the SARR sysiem, operating plan and 

operaling/gencral & administrative personnel (Parts Ill-B, III-C and part of Part 

III-D). He ulso developed the operating inputs for the R'fC Model simululion oflhe 

SARR's peak-period operalions, and worked with IPA Wiinesses 'fimothy Crowley and 

William Humphrey who conducted the RTC Model simulation itself 

Mr. Reisirup has over 50 years of experience in railroad engineering, 

operations und munagemeni. and has served as Presideni of two railroads, the 

Monongahela Railway (a large regional coal-carrying railroad) and Amlrak. He has also 

served as a consultant on rail operations and management mutters, including .service with 

R.L. Banks & Associates, Ine and as Vice Presideni ofthe rail division of Parsons 

Brinckcrhofi', an inlemaiional engineering firm. 

Mr. Reistrup's ruilroud cnreer began in 1959, following his graduation from 

the United Stales Military Academy at West Point, NY with a B.S. in Civil Engineering 

and service in the Uniied States Army, with the Baltimore & Ohio Railroad ("B&O''). 
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He held various engineering and operaiing posiiions wilh the B&O and its successor, 

Chessie System until 1967. From 1967 to 1970 Mr. Reistrup held several senior 

munagemeni positions wilh the Illinois Central railroad and its successor, including Vice 

Prcsidcni Passenger Services, Vice President Intcrmodal Services, and Senior Vice 

President und a Dirccior of the Illinois Central Gulf Railroad in charge of marketing, 

sales, pricing, piggyback, coal and industrial development. During Mr. Rcisirup's tenure 

at IC, Ihut currier wus the largest rail originator of Midwesiem coal, and it also icrminaled 

large quantiiies of Wesiern coal originated by the Union Pacific and Burlington Northern 

Railroads. 

From early 1975 until 1978. Mr. Reistrup .served as Amirak's second 

President and Chief Executive Officer. During his tenure, Amlrak was transformed from 

primarily a contracting cniily lo an operating ruilroud ihat hud the highest-density mix of 

freight, eommulcr and inicr-city passenger irains in the nation in what is known as the 

Northeast Corridor between Washingion, D.C. and Boston through New York Cily. 

Amlrak acquircd the Northeast Corridor from Conrail in 1976. 

From 1978 lo 1988 Mr. Reistrup was Vice Presideni of R.L. Banks & 

Associates, Inc. of Washington, D.C. ("RLBA''). a iransportation consulting firm 'fherc, 

he directed a wide variety of railroad projects rclaied to operaiion.s, engineering, 

markeiing and costing for a number of privale clients and govemnienl entities He 

directed ihc linn's coal iransportation work on IPA's Inlcimountain Power Projeci 

("IPP") from 1980 to 1988, during which period IPP constructed IGS. In connection with 

this assignment Mr. Reistrup designed the track layout al IGS, including the loop track 
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used lo unload coal irains, and consulted on lhc design ofthe rapid-discharge railcar 

unloading'sysicm al IGS. He also designed the track layout al IPA's new Springville 

railcar muinlenanee facilily near Provo, U'f. 

Mr. Reisirup also led the RLBA team that developed aliemaiive rail 

corridors lo roulc coal and olher freight traffic away from downtown Denver on behalfof 

the Colorado Dcpurtmeni of'fransportalion. In particular, Mr. Reistrup's team 

recunimciidcd the cunsolidalion of three separate rail routes extending soulh of Denver 

inlo one joint, multiple-track roulc ihrough Littleton, CO, a rccommcndalion that was 

largely adopted by the three Class 1 rail curriers involved. 

In 1982, while still al RLBA, Mr. Reistrup was engaged to be Chief'fraffic 

Officer oflhe Monongahela Ruilwuy ("MGA''), a regionul coal-hauling railroad in 

southwestern Pennsylvania and northern West Virginia originating approximately 23 

million tons of coal annually In 1988, Mr. Reistrup was elected President oflhe MGA. 

and conlinucd to serve in that position until 1992, when the MGA was merged inlo 

Conrail While al MGA, Mr. Reistrup became familiur with all aspects of MGA's coal 

transportalion scr\'ices and the operation of MGA's coal Irains. During his Presidency of 

the MGA, Mr. Reisirup wus NORAC Rules-qualified and ran as a conductor un MGA 

coal trains ten times during strike situations. As a cunduclor, Mr. Reisirup handled brake 

tests and on al least one occasion loaded a coul train in the engineer's stead. 

From mid-1992 lo mid-1994. Mr. Reisirup served as Principal oflhc 

Railroad Development Corporation, a Pillsburgh-based railway investment and 

management company, where he served as General Manager oflhe fimi's projeci to 
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privatize two railroads consisting of 5,000 route-miles in Argentina In 1994, Mr. 

Reistrup joined Parsons Brinckerhoff ns a Vice President Mi. Reistrup was responsible 

for all of Parsons Brinckcrhoffs activities involving railroad operalions and worked 

closely with anolher Parson Brinckerhoff Vice President, Robert Paltison, on rail 

engineering mutters. 

On July 1, 1997, Mr. Reistrup left Parson BrinckerholT and joined CSX 

Transportation as Vice President-Passenger Integration, with offices in Washingion, D.C. 

In this position, Mr. Reisirup was rcsponsiblc for overseeing CSXT's relalions wiih all 

public nnd quasi-public rail transportation agencies (including but nol limiied to Amlrak. 

VRE, MARC, SEP'f A, Metro North and MB'fA) that operate passenger and commuter 

iraiiis on CSX'f's lines and vice versa. He was also responsible for negotiating 

selllemenls with these entilies on behalf of CSXT during lhc Conrail Conlrol proceeding, 

and for the successful integration of CSX'f's frcight und passenger operalions on the 

Northeast Corridor (which was new passenger territory for CSX'f) following 

consummation oflhc acquisition of Conrail by CSX'f and Norfolk Southern. 

Mr. Reistrup retired from CSX'f in early 2003, and returned lo his 

consulting work. Al that time he embarked on a six-month consulling arrangement with 

CSX'f, under which he was un call lo furnish consulting services relaling to 

passenger/eominuter und freight integration issues and to provide udvice as requested by 

CSX'f's CEO and olher senior officers, 'fhat consulting agreemeni terminnted luler in 

2003. 
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Mr. Reistrup wus nn active member ofthe 'fransportalion Research Bourd 

("'fRB"), a unii oflhc National Research Council oflhe National Academy of Sciences, 

from 1980 to 1998. In 1981, Mr. Reisirup was appoinied a member ofthe 'fransportalion 

Research Board ("'fRB'')'s Conimillcc A2M02, which dealt wiih electrification and 'frain 
I 

Conlrol systems (signals, grade crossing proiection, clc.) From 1997 to 1992, Mr. 

Reistrup served as Chairman oflhe 'fRB's A2M02 Commiliee, focusing on 'frain Conlrol 

sysiems including Positive 'frain Conlrol ("P'fC) evolving from A'fS/Cab 

Signals/A'fC/spccd conlrol. etc. Mr. Reisirup was appointed Chairman oflhe 'fRB's 

AR030 Railroad Operaiing'fechnologics Commiliee, effceiive April 15, 2005. 'fhis 
I 

committee is charged with exploration of innovative strategies and application of new 

technologies to enhance rail operations in the areas of commund, conlrol, 

communications, and infonnalion systems; energy supply disinbulion and efficiency; and 

propulsion systems. Mr. Reisirup continues to sen'c on this commiliee as Chairman 

Emeritus, nnd has participated in eommittce meetings addressing the complex issue of 

P'fC implementation including, most recently, a meeling on January 12, 2010. 

Mr. Reisirup is the author of an uriiclc in the Fall 2002 issue oflhc Journal 

of Transportation Law, Logistics and Policy (Vol. 70, Number I, p. 57), entitled 

"Passenger f rains on Freighi Railroads. A View From Bolh Sides oflhe 'frack" in which, 

inter alia, he discusses freight/passenger train use oflhe same lines during his tenure us 

Vice Presidem-Pusscngcr Integration ut CSX'f. 

Mr. Reisirup is familiar with the UP lines being repliculcd by the SARR in 

this cusc. lie hus observed the rail lines, facilities and operalions in this area of Ulah on 
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several occasions in connection with his prcvious consulling work for IPA. In connection 
I 

with his work on this case, on April 20-22,2011, Mr. Reislmp conducted a field trip in 

whiehlhe again visited IGS und IPA's Springville cur repuir fueiliiy und observed the rail 

fucililies and operations nl bolh locutions Mr. Reistrup niso observed UP's operutions 

between Provo and Lynndyl/IGS und on UP's Lynndyl Subdivision muinlinc west oflhc 

connection wiih the IPP induslrial Lead (the spur lo IGS), as well as the Ulah coal 

loading facilities from which IPA purchases coal for IGS. 
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VERIFICATION 

I. Puul 1-1. Reisirup, verify under penalty of perjury thai I have read the 

Opening Evidence of Iniermounlain Power Agency in this proceeding that I have 

sponsored, as described in the foregoing Statement of Qualifications, that I know the 

conienis thereof, and that the same ure true und correct Further. I certify that I am 

qualified and authorized to file this .stalemenl. 

Executed on December _£; 2012 



2. ITHOMAS D. CROWLEY 
I 

Mr. Crowley is an economist and Prcsidcni of L.E. Peabody & Associates, 
i 

Inc., un economic consulling firm that specializes in solving economic, marketing, and 

iransportntion problems, 'fhe Firm's offices are located at 1501 Duke Street, Suilc 200, 

Alexandria, VA, 22314, 10445 N Oracle Roud, Suilc 151, 'fucson, AZ 85737 and 21 

Founders Way. Queensbury, NY 12804. 

Mr. Crowley is sponsoring portions of IPA's Opening Evidence in Pans II 

and 111. Specifically, Mr Crowley is sponsoring lhc portions of IPA's Opening Evidence 

that relate to quanlilaiivc market dominance (Part ll-A); iraffic and revenue (Part Ill-A), 

network needed to accommodate the issue and olher SARR traffic (Part III-I3); 

discounied cush-fiow analysis (Part III-G); and lhc results oflhe SAC analysis (Purl 111-

H). 

Mr. Crowley is a graduate ofthe University of Maine from which he 

obluincd n Bachelor of Science degree in Economics. He has also taken graduate courses 

in transporiaiion at 'fhe George Washington University in Washington, D.C. He spent 

three years in the United States Army and hus been employed by L.E Peabody & 

Associates. Inc. since l-cbruar)', 1971. He is a member ofthe American Economic 

Association, the 'fransportalion Rescareh Forum, and the American Railway Engineering 

Association, 

As an economic consultant, Mr. Crowley has organized and direclcd 

economic siudies and prepared reports for railroads, freight forwarders and other carriers, 

shippers, associations, and siuic govemmcnis nnd olher public bodies dculing wilh 
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transportalion und related economic and financial mailers. Examples of siudies in which 

he has participated include organizing and directing iraffic, operational and cosl analyses 
I ' 

in cunnecliun wilh multiple ear movements, unit tram operations I'or coul und other 

comiiipditics, freighi forwarder facilities, TOFC/COFC rail facilities, divisions of ihruugh 

rail rales, operating conimuler passenger service, and other studies dealing wiih markets 

and the transportation by difi'ereni modes of vurious commodities from both eastern and 

wesiern origins to various destinations in the Uniied Slates, 'fhc nature of these studies 

has enabled Mr. Crowley lo become fnmihar with the operating und nccouniing 

procedures utilized by railroads in the normal course of business. 

Additionally, Mr. Crowley has inspected bolh railroad lerminal and line-

haul facilities used in handling general freight inlcrmodul and unit train movements of 

coal and olher commodities in ull portions oflhc United Stales, 'fhe determination oflhe 

irafilc and operating chnruclerislics for specific niovcmenis was based, in purl, on these 

field trips. 

In addilion to utilizing the methodology for developing a mnximum rail rale 

bused on stund-ulonc costs, Mr. Crowley also presented tcsiimony before the ICC in Ex 

Parte No 347 (Sub-No. I), Coal Rate Guidelines - Nationwide, the proceeding thut 

esiublished ihis methodology and before the S'fB in Ex Parte No. 657 (Sub-No. 1), i^ojor 

Issues In Rail Rate Cases, the proceeding that modified the application oflhe sland-alone 

cosl lesi Mr. Crowley also presented tcsiimony in a number oflhc unnual proceedings at 

the STB lo determine the railroad indusiry curreni cosl of capital, e.g., S'fB Ex Parte No. 

558, Railroad Cost of Capital. He has submitted evidence applying ICC (now the S'fB) 
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Sland-alone cosl procedures in numerous ruil rale cases. He has also developed and 

prcscnted numerous calculations utilizing the vurious fomiulas employed by the ICC and 

STB (both Rail Form A and Uniform Railroad Costing Sysiem ("URCS")) to develop 

variable cosls for rail common carriers. In this regard, Mr. Crowley was actively 

involved in the development oflhe URCS formula, und presented evidence to the ICC 

analyzing the formula in Ex Parte No. 431, Adoption ofthe Uniform Railroad Costing 

System for Determining Variable Cosls for the Purposes of Surcharge and Jurisdictional 

Threshold Calculations. 

As a result of his extensive economic consulling practice since 1971 and his 

participating in muximum-raie, rail merger, und rule-muking proceedings before the ICC 

und the S'fB. Mr. Crowley has become thoroughly fumiliar with the operutions, practices 

and cosls oflhe rail carriers Ihat move traffic over the major rail routes in the United 

Stales. 
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VERIFICATION 

1, 'fhomas D. Crowley, verify under penalty of perjury that 1 have read the 

Opening Evidence of Intermountain Power Agency in this proceeding thai I have 

sponsored, us described in the foregoing Slatemenl of Quail llculions. that I know the 

contents thereof, and ihat the .same nrc true and eurreci Further, 1 certify that I am 

qualified and authorized to file this staiement 

'fhomas D. Crowley 

Executed on December 10.2012 



3. ,PH1LIPH. BURRIS 

I Mr. Burris is Senior Vice Presideni of L.E. Peabody & Associulcs, Inc. 
I 

'fhc specific evidence Mr. Burris is sponsoring relates lo the operaiing statistics oflhe 
i 

SARR (Purl lll-C), locomotive and freighi car requircmenis, crcw requirements and 

operaiing expenses (Part lll-D): and the portion of road property investment cusl (Part 

lll-F) related to the cosl of land easemenis. 

Mr. Burris received his Bachelors in Science in Business Administration 

from Virginia Polytechnic liisiituic and Sluie Universiiy in 1971 He was awarded a 

Masters in Business Administralion, .specializing in iransportation economics, from 

Amencan University in 1978. Mr. Burris has wurkcd in the consulling induslo' for over 

30 years In addition lo his curreni position as a Senior Vice Presideni of L.E. Peabody & 

Associates, Inc.. Mr. Burris has been an employee ofthe following consulting firms: 

A. 'f..Kearney, Wyer Dick & Associates, Inc. and George C Shaffer & Associates. 

Mr. Burris hus extensive experience in the field of transportalion economics 

as it pertains lo Irnnsportalion supply altcmaiives, plant locution unalysis, rcgulntory 

policy und dispute resolution before regulalory agencies as well us slute and federal 

courts. He has designed, directed and execuied unulyses oflhe cosls of moving various 

commodities by different modes of transportation including rail, barge, truck, pipeline 

and inlcrmodul. He has also performed economic analyses of maximum reasonable rule 

levels for the movement of coul nnd oilier eommodiiies using the Board's CMP 

methodology, and specifically the stand-alone cost conslruint Mr. Burris has submitted 

evidence regarding maximum reasonable rate levels using the stand-alone cosl consiraini 
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to the Board and ils predecessor and testified before the Railroad Commission of'fcxas. 

the Colorado Public Utilities Commission, the Illinois Comniercc Commission, the 
I 

Public! Service Commission of Nevada and various slate and federal courts. 

In the public sector, Mr Burris has pcrfonned studies and written draft 

reports for the Ruilroud Accounting Principles Board, an independent body created by 

Congress lo esUiblish cosl accouniing principles I'or use in implemeniing the regulalory 

provisions oflhc Staggers Act of 1980. 
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VERIFICATION 

1. Philip 11. Burris, verify under penally of perjui-)' that 1 have read the 

Opening Evidence of Inicnnouniain Power Agency in this proceeding that 1 have 

sponsored, as described in the foregoing Statemeni of Qualificulioiis. thnt I know the 

cunlenls thereuf, und thnt the sume ure irue and correct. Further. I certify that I am 

qualified and auihori/cd to file this .statement 

Philip H. Burris 

Execuied on December 10. 2012 
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4. DANIEL L. FAPP 

Mr Fapp is a Vice Prcsidcni of L.E. Peabody & Associulcs, Inc. 

'fogelher with Mr. 'fhomas D. Crowley, Mr. Fapp is co-sponsoring Part III-A of IPA's 

Opening Evidence relating lo traffic and revenue. Part 111-G relating lo the discounted 

cash-fiow unulysis. nnd Part III-H relaling to the results ofthe SAC analysis 

Mr. Fapp received u Buchelor of Science degree in Business Administration 

with an oplion in Marketing (cum luudc) from the Culifornin State University, Norihridge 

in 1987. In 1993, he received a Muster of Business Administration degree specializing in 

finnnce nnd operations management from the Universiiy of Arizona's Eller College uf 

Munugemeni. He is also a member ofBcta Gamma Sigma, the national honor society for 

collegiate schools of business. 

Mr. Fapp has been employed by L. E. Peabody & Associaics, Inc. since 

December 1997 Prior to joining L. E. Peabody & Associates, Inc., he was employed by 

BI-IP Copper Inc. in the role of Transportation Manager - Finance and Adminislralion, 

wherc he also served as an officer oflhe three BHP Copper Inc subsidiary railroads: 'fhc 

San Manual Arizona Ruilroud, the Mugma Arizona Railroad (also known as the BHP 

Arizona Railroad) and the BI-IP Nevada Railroad. Mr Fapp has also held operations 

nianagcmeni posiiions with Arizona Lithographers in 'fucson, AZ and MCA-Univcrsal 

Studios in Universal Cily, CA. 

While al BHP Copper Inc., Mr. Fapp was responsible for all finuncinl and 

administrative functions oflhe company's transportation group. He also directed the 

BHP Copper Inc. subsidiary railroads' cosl and revenue accounting stalT. and managed 
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the San Manuel Arizona Railroad's and BI-IP Arizona Railroad's dispatchers and the 

railroad dispatching functions. He served on the company's Commercial and 

'fransportalion Munagemeni 'feam and the company's Railroad Acquisition 'fcam, where 
I 

he was responsible for evaluating the acquisition of new railroads, including developing 

financial and economic usscssmcnt models. During his lime wilh MCA-Universnl 

Studios, Mr. Fnpp held several operations management positions, including 'four 

Operalions Manager, where his dulics included vehicle routing and scheduling, personnel 

scheduling, forecasting facilities utilization, and designing and performing queuing 

analyses. 

As part of his work I'or L.E. Peabody & Associates, Inc., Mr. Fapp has 

performed and directed numerous projects and analyses undertaken on behalf of utility 

companies, short line ruilrouds. bulk shippers, und indusiry und trade associations. 

Examples of siudies which he has participated in organizing and directing include, traffic, 

operational and cusl analyses in connection with the rail movemenl of coal, metallic ores, 

pulp und paper products, and olher commodities. He has also analyzed multiple car 

movements, unit tram operations, divisions of ihrough rail rales and swiiching operations 

throughout the Uniied Slates 'fhe nalure of these siudies cnnblcd him to become familiar 

wilh the operaiing procedures utilized by railroads in the normal course of business 

Since 1997, Mr. Fapp has participated in the development of cosl of service 

analyses for the movement of coal over Ihc major eastern and wesiern coal-huuling 

ruilronds. He has conducted on-site siudies of swiiching, detention and line-haul nciiviiies 

relating lo the handling of coal. He has also participated in and mnnaged several projects 
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ussisting short-line railroads. In these engagements, he assisted short-line railroads in 

their negoliulions wiih connecting Class I carriers, performed railroad property und 

business evaluations, and worked on rail line ubundonmeni projects 

Mr Fupp has been frequently called upon lo perform financial analyses nnd 

assessments of Class I, Class 11 and Class 111 railroad companies. In addilion, he has 

developed vanous financial models exploring ultcrnaiivc methods of transportation 

contracting und cost usscssmcnt, developed corporate profitability and cosl studies, and 

evaluated capital expenditure requirements. He hus also determined the Going Concem 

Value of privately held frcight und pnssciiger ruilrouds, including developing company 

specific costs of debt and equity for use in discounting fulurc company cash fiows. 

His consulling assignments regularly involve working wilh and determining 

various facets of railroad finuncinl issues, including cost of capital deiemiinations. In 

these assignments, Mr Fapp has calculated railroad capital structures, market values, cosl 

of railroad debt, cost of preferred railroad equity and common railroad equity. He is also 

well acquainted with and has used the commonly accepted models for determining u 

firm's cosl uf equity, including single-stage and multi-stage Discounted Cash Flow 

models ("DCF''), Cupitul Asset Pricing Model ("CAPM"), Furmu-French 'I'hrce Factor 

Model and Arbitrage Pricing Model. 

In his tenure wilh L. E. Peabody & Associates, Inc., Mr. Fapp has assi.slcd 

in the developmcnl and presentation of irafilc and revenue forecasts, operating expense 

forecasts, und DCF, which were presented in numerous proceedings before die S'fB. He 

prescnled evidence applying die STB's stand-alone cost procedures in a number of rail 
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I 
proceedings before the S'fB. He has also prescnled evidence before the S'fB in Ex Parle 

I 

No. 661, Rail Fuel Surcharges, Ex Parle No. 664, Methodology To Be Employed In 

Determining the Railroad Industry's Cost of Capital, Ex Parte No. 664 (Sub-No. I). Use 

of A Multistage Discounted Cash Flow Model In Determining The Railroad Industry's 

Cost of Capital, Ex Parte No. 558 (Sub-No. 10). Railroad Cost of Capital - 2006, Ex 

Parte No. 661 (Sub-No. 11), Railroad Cosl of Capital - 2007, and Ex Parte No. 661 

(Sub-No. 12), Railroad Cost of Capital - 2008. In addilion, his reports have been used as 

evidence before the Nevada State 'fax Commission 
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VERIFICATION 

I, Daniel L. Fapp, verify under penally of perjuiy that 1 have read the 

Opening Evidence of Iniermounlain Power Agency in this proceeding dial I huve 

sponsored, us described in the forcgoing Stntcment of Quulillcuiions. that 1 know lhc 

contents ihercof, and that the same arc true und eurrect Furlhei. I certify that I am 

qualified and authorized tu file this .statement 

Daniel 

Executed un December 10. 2012 



5. TIMOTHY D. CROWLEY 

Mr. 'fimothy Crowley is a Vice President of L.E. Peabody & Associulcs, 

Inc. Mr. Crowley is sponsoring IPA's opening evidence related lo grading in Part lll-F 

and investment in non-road property in Part 111-E. Mr. Crowley is ulsu cu-sponsoriiig 

IPA's opening evidence in Purl ll-A (qunnlilalive market dominance) and Part III-B 

(network needed lo aecommodate lhc issue and other SARR iraffic) with Mr. 'fhomas D. 

Crowley and Part lll-C (R'fC Model) wilh Mr. William H. Humphrey. 

Mr. Crowley received u Bachelor of Science degree in Munagemeni with a 

concentration in Finance from Boston College in 2001 He gruduuicd cum luudc. He has 

been employed by L E Peabody & Associates, Inc. since 2002. 

Mr. Crowley has provided analytical support for bolh niarkelplucc and 

litigation projects sponsored by L. E. Peabody & Associates. Inc. 'fhe unnlylical support 

included the gathering, reviewing and analyzing of data from the mujor Cluss I railroads, 

the Surface 'fransportalion Board ("STB'') and various olher government and public 

sources, 'fhe analyses eunducied by Mr. Cruwiey have included the develupmcnl oflhe 

transportation costs associated wiih the movement of chemicals, eoul and olher producis 

to different deslinalions localed throughout the country. 

Mr. Crowley is intimately familiar wuh the component parts oflhe S'fB's 

.sland-ulonc cosl constrnini including the R'fC Model, the truck grading model, the 

equipment investment model, the average lolal cost ("A'fC") model used to separaic 

revenues beiween the incumbent and the slund-ulone ruilroud, the discounied cush fiow 

("DCF") model nnd the muximum mark-up ("MMM") model used lu ealculaie the 
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maximum revenue to variable cost ratio. Mr. Crowley has also assisted in developing 

the return on road property investment realized by major western railroads for specific 

rail lines, 'fhese studies were u.scd in vuriubie, uvuiduble, and sland-alone cosl analyses. 

He has forecasted transportation revenues included in transportalion contracts entered 

inlo by major companies, taking inlo accounl the adjiislnient factors used in specific 

contracts. Additionally, Mr. Crowley has reviewed virtually all major transportation coal 

contracts between eastern und western railroads and the major consumers of eoal in the 

United States, 'fhe results of this review werc presented lo the S'fB in vurious maximum 

rale cases. 

Mr. Crowley has experience wiih the STB's Simplified Standards for Rail 

Rate Cases issued in Ex Parte No. 646 (Sub-No. 1). He hus undertaken extensive 

analyses relaied to the revised guidelines forNon-Coul Proceedings, which incorporates a 

three benchmark methodology 'fhis methodology includes calculations using the 

Revenue Shortfall Allocution Method (RSAM), in which Mr. Crowley was trained by 

members oflhc S'fB. 

Mr. Crowley sponsored the quantitative market dominance evidence in 

STB Dockei No. NOR 42121, Total Petrochemicals USA, Inc. v. CSXT Transportation, 

Inc, and in STB Dockei No. NOR 42123, M&G Polymers USA, LLC v. CSX 

Transportation, Inc. 
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VERIFICATION 

I. 'fiiiioiliy D. Crowley, verify under penalty of perjur)' that I have read the 

Opening l̂ vidence of Iniermouniuin Power Agency in this proceeding that 1 have 
, I 

sponsored, ns described in ihc foregoing Siuiement of Quulifications. that 1 know the 

contents ihercof, und thut the sume ure true and correct Further, 1 certify that 1 am 
I 

qualified and authorized lo file this statement 

<£?Z- - ' 
'iniothy D. Crowley 

Execuied on December 10, 2012 



6. WILLIAM W. HUMPHREY 

\ Mr. Humphrey is a Project Manager of L.E. Peabody & Associates, Inc 

Mr. Hiiniphrcy is co-sponsoring IPA's opening evidence in Part lll-C with respeci lo the 
I 

simulaiion oflhc SARR's operations using the Rail Traffic Controller ("R'fC") Model 

with Mr. 'fimothy D. Crowley. 

Mr. Humphrey received a Bachelor of Science degree in Sociology wilh a 

minor in Computer Science from Boston College in 2001. He has been employed by 

L E. Peabody & Associates, Inc. since 2002. 

Mr. Humphrey has been the lead programnier for numerous cuscs utilizing 

the industry-standard R'fC Model lo simulnie various real-world railroad operations over 

multiple railroads in all parts oflhc United States. He has used lhc RTC model to create 

and analyze railroad sysiems for capacity analyses, rale cases, infrastruclure investment 

unulyses, und various other studies. 

Mr. Humphrey has developed Microsoft Visual Studio applications 

including die Ruilroud Operations Simulator ("ROS") program u.sed lo model railroad 

operalions by using advanced physics models which utilize highly detailed track 

infonnalion, irain specific train characteristics, and detailed operational guidelines. He 

has designed programs that update, analyze, nnd summurizc data originating al the 

Energy Information Administration Mr. l-lumphrey has writlen programs that organize, 

analyze, manipulaic, and summarize mainframe databases containing various industr)' 

dutu. 
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Mr. Humphrey hus provided analytical support for testimony sponsored by 

L.E. Peabody & Associates, Inc. Ihrough the gathering and manipulation of data 

originating at the Energy Infomiation Administration, the Surface 'frunsporlaliun Board, 

the Federal Railroad Administration and other publicly available sources. Specifically, 

these unulyses include the development oflhe delivered cosls of fuels lo electric utilities 

and development of detailed truck slutislics for vurious railroads locuted througliout the 

United Stales. Mr. Humphrey has conducted extensive research which has been used lo 

support bolh fuel supply and transportation analyses developed by L.E. Peabody & 

Associates, Inc. 
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VERIFICATION 

I. William W Humphrey, verify under penally of perjury that I have read 

the Opening Evidence of Intcrmountain Power Agency in this proceeding that 1 have 

spun.sured, as described in the foregoing Stutemcni of Qualifieilions, that 1 know llie 

contents ihercof. and that the same ure true und correct I'uriher. I cerlily thut 1 am 

qualified und uuthorized lu file this siuiement 

Executed on December 10. 2012 



7. JOSEPH A. KRUZICH 

Mr. Kmzich is Presideni of J&A Business Consulting, Inc., u firm 

specializing in information technology and communications. His business addrcss is 209 

Violet Drive. Sanibel, FL 33957. Mr. Kruzieh is sponsoring evidence related to 

Information 'fechnology personnel and hardware/software (Part lll-D-3-c). 

Mr. Kruzieh has 38 years of experience in railroad accouniing, executive 

adminislralion and infonnalion technology. He began his railroad career wiih the 

Chicago, Burlington und Quincy Railroad ("CB&Q'') in 1963 as a tax accountant und was 

promoted lo un inlernal auditor in 1965. In June of 1968. he joined the Alchison, 'fopcka 

and Sanla Fe Railroad ("ATSF") as u munager of work conlrol procedures. His job 

rcsponsibiliiics included reviewing various work procedures and providing 

recoiiiiiiendalions on how the work processes could be improved lo achieve a high degree 

of efficiency, 'fhis position provided him an opportunity lo become very familiar with 

various work processes involved in running a railroad. 

From 1973 through 1994. Mr. Kruzieh held various positions of increasing 

responsibility al A'fSF and ils parent As Aeiing Controller of Sanla Fe Air Freight 

Company and head of induslrial engineering at A'fSF he performed various efficiency 

studies in the operaiing, engineering and mechanical dcpurlmcnts. Mr. Kruzieh also held 

the position of Director of Budgets for the entire A'fSF operating department including 

engineering, mechanical, transporiution and ull support groups, and as such was 

responsible I'or coordination of all information lechnology issues wilh the Information 

Sysiems Departmeni that rclulcd to the Operating Dcpurtmeni. He wus responsible for all 

IV-20 



administration duties related to the Vice President of Operations office as General 

Director of Administration and as Assistant lo the Presideni of A'fSF and Assisiani Vice 

President of Administration in the Infonnation 'fechnology Group he was oversaw all 

budget, udminislralion, special siudies and lhc corporate mcusurcmenls systems. 'I'hcsc 

posiiions provided him with the opportunity to manage a complete process in developing 

new systems from beginning to end. 

In 1995, Mr. Kruzieh joined the Kansas City Soulhem Railway ("KCS") as 

Vice Prcsidcni of Administration, where he designed profilubiliiy, corporate 

mcusurement, levenuc forecasting and corporate policy systems. In January 1997. he 

was promoted lo Vice President 'fclccomniunicalions and CIO. As CIO, Mr. Kruzieh led 

the effort ill developing the state-of-the-art railroad transportation system known as MCS 

("Management Conlrol System''), 'fhis sysiem uses some oflhc mosi advanced 

technology such as MQ workfiow, Cilrix Meiaframc, the latest version of Visual Busic 

und muny other icchnulugies and is designed around the business process. 

In Jnnunry 2000, Mr. Kruzieh left KCS und formed Forging Ahead 

Associates, LLC. renamed J&A Business Consulting, Ine 'fhis company provides slalc-

of-ihc-art services in the areas of strategic plunning und ihe development of web sites and 

e-business initiatives, evuluutes die benefits of outsourcing information technology and 

business processes, and works wilh clients lo make the initial contacts in developing 

global market opportunities. 

Mr. Kruzieh graduated from Northeast Missouri State Universiiy ('fruninn 

Universiiy) in 1962 wiih a Bachelor of Science degree in Business In 1984, he received 
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a Masters of Business Administration in Finnnce from the Keller Graduate School of 

Managemenl in Chicago, Illinois 
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VERIFICATION 

1, Joseph A. Kmzich, verify under penalty of perjury that I have read the 

Opening Evidence of Intermountain Power Agency m this proceeding that I have 

sponsored, as descnbed in the foregoing Statement of Qualifications, that I know the 

contents thereof, and that the same are tme and correct Further, I certify that 1 am 

qualified and authonzed to file this statement. 

seph A. Kmzich 

Executed on December j£ ,̂ 2012 



8. [VICTOR F. CRAPPONE 

Mr. Grapponc is Presideni of Gruppone 'fechnologics P.E. P.C, u 
•• 

consulting firm that specializes in rail signaling and communications including tram 
' I 

contro sysiems, technical support nnd systems integration. His business address is 20 
)i 

Jerusa eiii Avenue, Suilc 201, Hicksville, NY 11801. Mr. Grapponc is sponsoring the 

signals and communicuiions plan nnd cost evidence in Pnrt III-F-6. 

Mr. Grapponc obtained a B S. degree in Electrical Engineering from 

Rensselaer Polytechnic Institute in 1978. Mr. Grapponc has over 33 years of experience 

with railruad und iransit signal and communiealions systems. His career in this field 

begun in 1978, when he was hired by the Long Island Rail Roud ("LIRR") as u Junior 

Engineer. In early 1981 Mr. Grapponc was appointed Assistunt Supervisor-Signals for 

the LIRR. where he was involved in llie direcl supervision of approximately 50 signul 

construction employees enguged in ihe inslullulion und revision of signul sysiems ns part 

ofthe LlRR's capital program. His responsibilities included task scheduling, personnel 

evaluation, on-site supervision and mulcriul ordering. 

In mid-1984. Mr. Grapponc was named Staff Engineer-Projects for the 

LIRR. In this position he was responsible for providing technical support for signal 

projects. In early 1987 Mr. Grapponc was appointed to the position of Signul Circuit 

Designer for the LIRR. u position he held until lule 1995. As Signal Circuit Designer, 

Mr. Grapponc managed the technical aspects oflhe LlRR's recently-completed 

computer-based system that controlled the signal system al Penn Station (New York) and 

in the adjacent territory, 'fhis position also involved the direct supervision ofa design 
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team eonsisling of Signal Circuit Designers, Assistant Signal Circuit Designers and 

Draftsmen. In this position, Mr. Grapponc was also responsible I'or the applicution of 

new technology to signul systems. Specific tusks included: 

• Development of specillcaiions for vital microprocessor-based sysiems for 
signal applications; 

Implementation of formalized procedures for performing FRA-mandated 
tests for signal systems; 

Development ofa PC-based graphical conlrol system; and 

• Implementation oflhe first use of programmable logic controllers (PLC's) 
for the supervisory control functions. 

From late 1995 to early 2001, Mr. Grapponc held olher positions involving 

signul und communications controls systems at the LIRR, including Acting Engineer-

Signal Design, Projeci Munuger responsible for developing and implementing a corporate 

signal strategy lo direct ull LIRR signuling efforts over u 20-ycur period, Principal 

Engineer- Signal Mainlenunce und Construction, und Principal Engineer- CB'fC In 

the taller position Mr. Grapponc was responsible for the management and technical 

dircclion oflhc LlRR's Communications Based 'frain Control (CB'fC) program. In all of 

these positions, Mr. Grapponc was responsible for signal and communications mailers 

involving LlRR's lines that had heavy volumes of both passenger and freighi ruil traffic. 

In May of 2001, Mr. Gruppone lefi the LIRR and formed his own 

consulling firm, Grapponc 'fechnologics. Inc. GTl was reincorporated as Grapponc 

'fechnologics P.E. P.C. in 2007. Major projects Mr. Gruppone and his firm have 

undertaken include. 
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Signal design I'or the New York Cily 'fransil Canarsic Line CB'fC projeci. 
Auxiliary Wayside System. 

I* I Design of office route verification logic I'or New York City's ATS 
(Aulumalic 'frain Supervision) projeci. 

Signal circuit checking for the reconfiguration of Harold interlocking on the 
Long Island Rail Road under the Easl Side Access projeci. 

• Prcparalion of specifications and provision of technical und field support 
for other signul und communicuiions projceis for heavy rail and light rail 
transit sysiems in the Northeast. 

Circuit design for signal sysiem revisions associated with the reconstruction 
of five stations on New York City 'frunsil's Brighton Line. 

During the course of his consulling work Mr. Grapponc has applied for nnd 

obtained two patents involving train conlrol systems, including U.S. Patent #6,381,506 

I'or a progrummuble logic controller-based vital interlocking sysiem (issued Apiil 30. 

2002) and U.S. Patent #6,655,639 for u broken rail detector I'or Positive 'frain Conlrol 

(P'fC)/CB'fC applications (issued December 2, 2003). 

Mr. Grapponc has been u member ofthe Eastern Signal Engineers 

nssocinlion since June 1999 (inaelive member since June 2001). He is presently a 

member ofthe Institute of Electrical and Electronics Engineers, Rapid 'fransil Vehicle 

Interface Conimillcc Working Group 2. CB'fC; the Communicaiions-Bascd 'frain 

Control User Group: and lhc F l^ ' s Rail Safety Advisory Committee, Positive 'frain 

Conlrol Working Group. 
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VERIFICATION 

I, Vicior F. Grapponc, verify under penally of perjury that I have read ihe 

Opening Evidence of Inlemiounlain Power Agency in this proceeding that I have 

sponsored, as descnbed in the forcgoing Stalemenl of Qualifications, dial I know the 

contents thereof, and that the sume me true and correci. Further. I certify that 1 am 

qualified and authorized lo file this stutemcni. 

Victor F. GramJune 

Executed on December t . 2012 



9. GENE A. DAVIS 

Mr. Davis is presenlly employed by Sianiec, Inc., a national engineering 

firm based in Ailnnla, GA, as Senior Railway Engineer in the Rail Division. His business 

nddress is 3160 Muin Slreel, Dululh, GA 30096. Mr. Davis is sponsoring IPA's Opening 

Evidence in Part lll-D-4 related lo the SARR's maintenance-of-way ("MOW") plan and 

annual MOW operaiing expenses. 

Mr. Davis has been wilh Stanlec since January 2, 2012. Prior to joining 

Stanlec, Mr. Davis served nearly 10 ycurs us Direclor, Transportation Engineering I'or R 

L. Banks & Associates, Inc. ("RLBA") Mr. Duvis joined RLBA in 2002, ufter 18 years 

of experience with Norfolk Solhcm Railway ("NS'") 

Al NS, Mr. Davis held positions of increasing responsibility wiihin the 

Engineering Department spanning management and engineering of railroad track 

structures, bridge and building inspection, track/facilities condition assessment, 

maintenance, rehabilitation, design and construction, us well as raili'oad operalions. Mr. 

Davis has planned, scheduled and supervised numerous large track projects, such as lie 

renewals, ruil installation, truck resurfacing, shoulder cleaning and undercutting 

operations, structure upgrading and grade/subgrude stabilization. He has supervised 

numerous bridge and culvert rehabilitation projects including complete renewals, 

extensive tunnel repairs und luniiel portal reconfigurations. He was responsible I'or 

creating capital and operuting budgets nt NS, and working within them. He has managed 

tasks at all levels of engineering rcsponsibilily. including third party coniraci work on 

many projects as well us emergency response and repair. 
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. Mr. Davis's specific positions al NS included Assistant 'fruck Supervisor 

on the PoeahonUis and Virginia Divisions from 1985 lo 1987, in which position he 

performed FRA track inspeciions and remedial repairs to track structures, and 

coordinaied program mainienance work and contract service work on the track structure. 

His territory on the Pocahontas Division encompassed irackage used lo transport a high 

volume of coul and other iraffic in the Blucfield and Welch urcus of West Virginia; 

specifically, he wus responsible for 34 miles of double und triple track mainline as well as 

Blucfield Yard. His Virginia Division responsibilities included seven miles of double 

track mainline and NS's key export coal tcmimnl ut Lnmberts Point, VA as well as 

Portlock Yard in the Norfolk lerminul. 

From 1987 lo 1994, Mr. Davis was a 'frack Supervisor on NS's Lnke und 

Pocahontas Divisions, und his temluries encompassed substantial mainline Irackage in 

Ohio (Lake Division) und West Virginia (Pocahontas Division). As track Supervisor Mr. 

Duvis performed FRA irack inspections and supervised daily MOW activities as well as 

mainlenunce and remedial repairs to the track siruclure via rail gung, lie und surfucing 

work, und he coordinated coniract work including rail grinding and undercutting. 

From 1994 to 2000, Mr. Davis served us Bridge nnd Building Supervisor un 

NS's Georgia Division In a territory spanning 500 miles, including the terminals al 

Savannah and Augusiu, GA, he performed inspeciions und supervised maintenance 

repairs and new construction by company forces of drainage structures including bridges 

and culverts us well as NS-owned buildings in his territory. 
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From 2000 to 2002, Mr Davis served as Assisiani Division Engineer-

Bridges on NS's Pocahontas Division, in which position he was responsible for drainage 

structures (bridges and culverts) in a 1,300-milc (route) icrrilory covering parts of 

Virginia, West Virginia. Kentucky and Ohio. He coordinaied and facilitated new 

construction (when applicable), inspection and maintenance of existing drainage 

structures, remedial repairs lo tunnel structures including portal upgrades, solicited bids 

for rcpairs'by contractors, and performed repairs lo roadway buildings using company 

forees. His territory included over 24 total miles of various bridge lypcs. 8,000 culverts 

of varying lypcs, 20 lolal miles of tunnels, and 16 total miles of slide fences 

Al RLBA, Mr. Davis worked on various railroad engineering projects for 

private nnd public entities in vurious states. Among other projects, he wus enguged by 

the Oregon Interiiaiiunal Port of Coos Bay (OIPCB) lo conduct a physical inspection of 

ihe right uf wuy und eslimulcd rehabililaliun und mainlenunce cosls ofa Ruil America 

Subsidinry, Central Oregon and Pucific Ruilroud ("CORP"), in connection wilh the Port's 

successful feeder line upplieution to the S'fB lo acquire the CORP's line and facilities 

between Coos Bay and Eugene, OR. Subsequently, after OIPCB acquired the corridor, 

Mr. Davis assisted OIPCB to return ihe line lo active rail service In addition lo working 

full-iiiiie wilh RLBA, Mr. Duvis worked part-time I'or the Wesiern New York & 

Pennsylvania Railroad (WNYP) as its Engineer of Bridges and Structures. 

Mr. Davis obtained a Bachelor of Science degree in Civil Engineering from 

'fennessee'I'echnologieal University in 1983. and a Master of Business Administration 

from Georgia Southern Universiiy in 1997. He is a Registered Professional Civil 
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Engineer in Virginia, and coniinucs lo be nn FRA-ccrlificd track inspector. He has been 

u member oflhc American Railway Engineering and Mainlcnance of Way Association 
I " 

("AREM/V") since 1996 und one ofits predecessor organizations (the Roadniu.slers' 

Association), and is past Chairman of AREMA Conimillcc 18 (Light Density & Short 

Line Railways) as well as being n member of Committee 12 (Rail 'fransil). 
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, VERIFICATION 

1, Gene A Davis, verify under penalty of perjury that I have read the 

Opening Evidence of Intermountain Power Agency in this proceeding that 1 have 

sponsored, as described in the foregoing Statement of Qualifications, that I know the 

contents thereof, and that the same are true and correci. Further, I certify thai I am 

qualified and authorized to file this slatemenl. 

jcnc A. Davis 

Executed on December 5, 2012 



10. jHARVEY H.STONE 

I" i. 

I i Mr. Stone is founder and President of Stone Consulling, Inc., with offices ai 

324 Pennsylvania Avenue West, Warren, PA 16365. Mr. Stone is sponsoring IPA's 

Opening Evidence in Part lll-F regarding SARR consiruction costs (olher than for 

earthworks/grading and signals/communications). 

Stone Consulting is u consuUing firm providing comprehensive engineenng 

design services to ruilroud und olher industries on a nationwide basis. Mr. Slone began 

his career working for the U.S. Army Corps of Engineers in permitting, design and 

construction inspection. He then worked for twu years fur a cunslrucliun contractor and 

28 years for a regional engineering firm. He was presideni of that firm for 16 years. He 

formed Stone Consulling & Design, Inc . a national firm specializing in railroad design 

and operalions in 1996. Mr. Stone sold the compuny to 'frunSyslems Corporaiion in 

2007 und was employed by 'franSystems until repurchasing the company in 2010. 

Mr. Slone and his firm have handled large projects involving railroad 

freight und pussenger feasibility studies, railroad track and siruclure design, und civil 

works projects in more than 20 stales. He is frequently called upon to prepare 

preliminary engineering fcusibility studies for industrial development and rail 

construction projects involving federal and slale grants; most oflhc projects he has 

recommended us feasible have been funded and constructed. Stone Consulling, Ine. 

recently assisted in the start-up oflhe Saratoga & North Creek Railroad, under l-'RA 

passenger compliance standards set forth al 49 C.F.R. Parts 238 and 239. Mr. Slone was 

responsible for all truck inspeciions and rcpuirs as the chief engineer for the railroad and 
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his firm currently acts us Chief Engineer for ull oflhe Iowa Pacific Railroad holdings in 

the USA. 

Mr. Stone has a Bachelor of Science degree in civil engineering from 

Rensselaer Polytechnic Institute. He is a registered Professional Engineer in 31 states. 

He is a member oflhc American Council of Engineering Companies (ACEC), the 

American Railway Engineering and Muinlenanee of Wuy Associalion (AREMA) and the 

Americnn Society of Highwuy Engineers through which he hns obluincd invaluuble 

exposure tu lhc muny changes in engineering lechnology and standards over the years. 

Mr. Stone is the former chnirmun of ACEC's Quality Managemenl Conimillcc and a past 

presideni oflhe Bucklails Chapter oflhe Pennsylvania Society uf Professional Engineers. 
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VERIFICATION 

!j 1, Har\'cv H. Stone, verify under ijcnalty of perjury that I have read the 
f 

0|7cniiig Evidence of Intcrmounlain Power Agency in Ihis proceeding that I have 

.spoiisoied,.as described in the foregoing Statement of Qualifications, that 1 know the 

conienis thereof, and dial the same are true and correct Further. I certify that 1 am 

qualified and authorized to file this statement 

Haivey H. Stone 

Executed on December ̂ , 2012 



11. 

I 
I 

I 

JOHN L. AGUILAR 
i 

Mr. Aguilar is a Civil Engineering Associate wilh the Los Angeles 

Department of Water and Power. Mr. Aguilar is sponsoring portions of IPA's Opening 

Evidence in Part 1, Part II, Part III-C-2-c-vii, and Part III-D-3-b. Specifically, Mr. 

Aguilar is sponsoring the portions of IPA's Opening Evidence that relate lo certain 

background facts (Part 1-B), qualitative market dominance (Part II-B), and certain SARR 

operalions und operating expense matters involving IPA's railcar mainlenunce center al 

Springville, Utah. 

Mr. Aguilar is a coal transportation specialist As a Civil Engineering 

Associate for the Los Angeles Depanmeni of Water and Power, Mr. Aguilar's primary 

responsibilities fur the pusl eleven years have consisted of negotiating, managing and 

administering contracts I'or the delivery of coal to IPP. In this capacity, Mr. Aguilar has 

extensive experience with securing new coal transportation nnd supply cunirucls, 

administering the contracts on a daily basis, und resolving issues ihut arise relating to 

such contracts. He is also familiar with the activities performed ul IPA's Springvillc 

rnilcur muinlenanee center. 
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VERIFICATION 

I, John L Aguilar. verify under penalty of perjur>' that I hnve read the 

Opening Evidence of Iniermounlain Powei Agency in this proceeding thai 1 have 

sponsored, as described in the foregoing Siaiement of Qualifications, that 1 know ihc 

contents thereof, and thai the same are true and correct Further. 1 certify ihal I am 

qualified and auihorized lo file ihis statement 

Executed on December /Z- 2012 



12. LANCE LEE 
I 

' Mr. Lee is a Fuel Supply Engineer for the Intcrmountain Power Agency, 

and is employed by the Los Angeles Department of Water and Power. Mr. Lee is 

sponsoring portions of IPA's Opening Evidence in Part 11. Specifically, Mr. Lcc is 

.sponsoring the portions of IPA's Opening Evidence that relate to qualitative market 

dominunce (Purl 11-B). 

Mr. Lee has over Iwenly five years of experience working nl electric 

utilities and has held various positions including oil nnd gas plant engineer, coal supply 

engineer, coal asset manager und fuel supply engineer, 

Mr. Lee's pusl responsibilities huve included the ncgoiiulion and 

managemenl of coul supply contracts. In that context Mr. Lee has been routinely 

involved in all aspects oflhe process - from determining IPA's eoal requirements to 

issuing Requests For Proposals, cvulunting bids und negotiating lerms for new coniracls, 

lo their duy-lo-duy udminislralion. Mr. Lee has also acted as the manugcmenl liuison for 

mines which huve been eo-owncd by the Intermountain Power Agency. In addition, Mr. 

Lee has assisted with negotiating new rail transportation contracts or amendments and is 

familiar with the significant lerms of each of IPA's rail transportation arrangements 

In his current position, Mr. Lcc continues to be exiensively involved in 

negotiating, managing and udminislcring coul supply contracts and is engaged in all 

aspects of IPA's fuel supply mailers. 
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VERIFICATION 

I I. Lance Lee. ven()' under penalty of perjur>' ihat I have read the Opening 

Evidence of Inicnnouniain Power Agency in this proceeding that I have sponsored, as 

described in the forcgoing Siaicmeni of Qualifications, ihat I know the contents thereof, 

and that ihc same are true and correct Further, 1 certify that I am qualified and 

authoiized lo file this staiement 

<=5'Q^'^'t^^ - '^JLiL^ 
Lance I .ee 

:.\ecuied on December IZ.. 2012 



13. VAN STEWART 

Mr. Stewart is employed by Intermountain Power Service Corporation 

("lPSC'')'as 'fransportalion Coordinator based at the Inlermounlnin Generating Station 

("IGS") near Dcltu, U'f. Mr. Siewurt is sponsoring the portion of IPA's Opening 

Evidence in Purt III-C-2 (including Exhibit lll-C-2) related to the dwell lime of coal 

irains nl IGS. 

IPSC is an affiliaic of IPA which staffs IGS and related faciliiics, including 

IPA's railcar muinlenanee center al Springvillc, U'f. As 'fransportalion Coordinator (a 

position he has occupied for five years), Mr. Stewart is responsible for overseeing the 

delivery of coul lo IGS, which includes the arrival, unloading and departure of coal trains 

ul IGS nnd the coordinution of these events wilh UP Mr. Stewart is also responsible for 

building a monthly schedule ofthe expccled dates/times that emply IPA coal trains will 

depart the Spnngville ruilcur muinienunce center lo go lo their rcspcclive loadouts for 

loading. 
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VERIFICATION 

I. Van Slcwurt, verify under penally of perjury thai I have read ihc Opening 

Evidence of Intermountain Puwer Agency in this pruceeding that I have sponsored, as 

described in the foregoing Staicincnt of Qualifications, that I know the contents thereof, 

and ihul the sume ure Hue and correct Further, I certify that 1 am qualified and 

auihorized to file this staiement 

Van Stewart 

Executed on November L3_, 2012 
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14. STUART I. SMITH 

! Mr. Smith is a principal of MillenniuM Real Estate Advisors. Inc., a real 
I I • 

estate appraisal and consulting firm with olTiees ul 3204 'fower Ouks Boulcvurd, Suite 
I , 

I 
100, Rockville MD 20852. 'fhc specific portions of IPA's Opening Evidence thut Mr 

Smith is sponsoring relate lo the apprni.sal and determination of unit-land values for the 

righl-of-way I'or the SARR (Part lll-F-1). Mr Smith's Report selling forth his 

mclhodology, procedures and conclusions is included in the e-workpupers for Part III-F. 

Mr. Smith is a Licensed Certified General Appraiser for the Disirict of 

Columbia, Virginia, Maryland, and Nevada. He has also received a lemporar)' Ulah Stale 

license for work on this project. He also holds the MAI designation from the Appraisal 

Instiiutc und is a member ofthe Royal Institution of Chartered Surveyors (MRICS). and 

is a licensed real estate broker in the Distnct of Columbia. 

Mr. Smilh has over 30 years of experience in public and privulc rcal estate. 

He has been with MillenniuM Rcal E.siaie Advisors, Inc since 1993 and, in that lime, he 

hns provided market vulue appraisals of commercial office buildings, shopping centers, 

time-share projects, apartments, hotels, mixed-use projects, congregate housing, 

industrial properties and special use properties. He has also conducted murkei siudies 

und highcsi und best use analyses. Additionally, Mr. Smilh has consulted with bolh 

privale sector clients and Federal agencies rcgarding a vnrieiy of real cslalc matters. 

From 1986 to 1993, Mr Smith was the Co-Manager oflhe Appraisal 

Division al the Washingion, D.C. office of Cushmun & Wukefield. As Manager, Mr. 

Stuart conducied market value appraisals nnd offered consulting und brokerage serx'ices. 
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His brokerage transactions included leases to the Peace Corps, the Small Business 

Adminislralion, the National Science Foundation, and the General Services 

Adminislralion 

Mr. Smilh was Executive Director oflhe GSA/Public Building Service 

from 1984 to 1986. In this position, he was responsible I'or nation-wide activities 

regarding financial reporting, the GSA-renl program, capital budgeting, perfomiancc 

mnnagcmcnt and administration. Prior lo that, from 1983 lo 1984, Mr. Smith was 

Direclor ofthe Office of Budget and l-'inancc oflhe U S. Cuslums Service. In his 

capucity ns Director. Mr. Smith was responsible for Service-wide financial aeiiviiics. 

From 1977 to 1983, Mr. Smith served as Senior E.xaminer, Office of 

Management and Budget, Executive Office oflhe President oflhc Uniied Stales. As 

Senior Examiner, Mr. Smith was responsible for govemment-wide civilian rcal estate 

issues and for reviewing nnd muking recommendations on the nationwide operuliuns of 

the Gcnerul Services Administration. Prior to working at lhc Office of Munugemeni und 

Budgei. Mr. Smith held various positions wilh the U.S. 'freasur)' Department 

In addition lo his valuation experience, Mr. Smith received a Bachelor of 

Science in Business and Economics from the Universiiy of Mar)'land. He also did some 

graduate work in Economics al Georgetown University and received his Masters in 

Business Adminislralion, Corporate Finance, from American University. 
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VERIFICATION 

1. Siuart 1. Smilh. verify under penalty of perjur)' that 1 have read the 

Opening Evidence of Iniermouniuin Power Agency in ihis proceeding thai 1 have 

sponsored, as described in the forcgoing Staiement of Qualifications, that 1 know the 

contents thereof, und thut die same arc true and correct Further. I certify that 1 am 

qualified and authorized to file this staiement 

Executed on December 4, 2012 


